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2010 SEPA ANNUAL REPORT

FAST FACTS

Administrator: Kenneth E. Legg

Headquarters: 1166 Athens Tech Road
Elberton, GA 30635-6711
Telephone: 706-213-3800
Fax: 706-213-3884

Website: http:/ /www.sepa.doe.gov

Number of Employees: 44

Marketing Area: Georgia, Florida, Alabama, Mississippi,
Tennessee, Kentucky, Virginia, North Carolina,

South Carolina, southern Illinois, and West Virginia

Customers: Electric Cooperatives.........ccccocvurviruriicinicinicinnnes 198
Public Bodies........cccccvuririiiniiiicinicsiccccaes 290
Investor-Owned Utilities ............ccocoeeveviniiriicninnne. 1
TOTAL.....ooii e 489

Nameplate Generating Capacity:......c..cccooeeviueviiieiniieinieceean 3,392 MW

Financial Data (2010): Total Revenues ........coecvevevveeveeeeeeeeneenne, $255 million

(includes non-power revenues)

Total Capital Investment ............cccceueecees $2.4 billion
(Term of repayment is 50 years from on-line date of each project.)

Investment Remaining..........ccccccvurunnee. $1.6 billion

Cumulative Investment Repaid ............ $746 million

Cumulative Interest Paid on Investment.$1.7 billion

(Power sales repay an average of 64% of the total cost of each multi-purpose project.)
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LETTER TO THE SECRETARY

Dear Secretary Chu:

I am pleased to submit Southeastern Power Administration’s (Southeastern’s)
fiscal year (FY) 2010 Annual Report for your review. The information included in
this publication reflects our agency’s programs, accomplishments, operational,
and financial activities for the 12-month period beginning October 1, 2009, and
ending September 31, 2010.

This past year, Southeastern marketed approximately 8 billion
kilowatt-hours of energy to 489 wholesale customers in 10
southeastern states. Revenues from the sale of this power totaled
approximately $247 million.

With the financial assistance and support of the Federal power
customers, funding for capitalized equipment purchases and
replacements at hydroelectric facilities operated by the U.S. Army
Corps of Engineers (Corps) continued in FY 2010. This funding,
which totaled more than $19 million, provided much needed
repairs and maintenance for the aging facilities in Southeastern’s
marketing area. Currently, there are more than 219 customer
funding participants in the Georgia-Alabama-South Carolina,
Kerr-Philpott, and Cumberland Systems.

Drought conditions continued in the Southeastern region of the United States
during FY 2010, particularly in the Savannah River Basin. These conditions
placed strains on our natural and financial resources. Power purchases for this
past year totaled approximately $20 million. About $4 million of this amount
was for replacement power, which is paid only during adverse water conditions
in order to meet our customers’ contract requirements.

Southeastern celebrated its 60th anniversary this past year. The agency is eager to
continue another 60 years of cooperation and communication with the
Department of Energy (DOE), the Federal power customers, and Corps. Our

goal is to maximize the benefits of the region’s water resources. Competing uses
of these resources will present yet another challenging year for our employees.

I am certain that we are positioned to meet these challenges and continue to
provide reliable hydroelectric power to the customers in the Southeast.

Sincerely,

Kenneth E. Legg
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Customer Funding

Southeastern continued to seek ways to optimize the efficiency and energy production and to increase the
capacity at aging hydroelectric projects in the Southeast. Non-routine maintenance and rehabilitation work has
not been conducted over the years due to the lack of funding. Under Section 212 of the Water Resources and
Development Act of 2000, the Corps has the authority to use funds provided by Southeastern’s preference
customers to carry out the operation, maintenance, rehabilitation, and modernization of hydroelectric power
generating facilities at water resource projects under the jurisdiction of the Department of the Army. From this
public law, support from preference customers, and coordination through the Corps and Southeastern, customer
funding was initiated in the Georgia-Alabama-South Carolina, Kerr-Philpott, and Cumberland Systems.
Southeastern continues to work diligently on customer funding in the Jim Woodruff System.

Georgia-Alabama-South Carolina System Funding

During FY 2010, the Project Review Committee (PRC) for the Georgia-Alabama-South Carolina System approved
Work Item Number 8 — transformer supply installation at the West Point Powerhouse. The total funding
requirement for this project was $6,485,000. No collection of funds was necessary for this work item due to the
amendment to the July 2008 sub-agreement which stated that the Corps received funding under the American
Recovery and Reinvestment Act.

Work Item Number 9 for the Georgia-Alabama-South Carolina System was approved by the PRC in January 2010.
This sub-agreement consisted of six items listed below. Total funding for Work Item Number 9 was $13,595,000.
The six work packages included in Work Item Number 9 are as follows:

Allatoona:  switchyard construction $ 5,250,000
Allatoona:  plant controls replacement $ 3,200,000
Carters: 230 kV reversing switch replacement $ 700,000
Carters: units 3 and 4 rewind plans and specifications $ 600,000
Russell: switchyard component replacement $ 3,600,000
Russell: trash rack bar screen replacement $ 245,000
Maximum Total Funding Requirement $13,595,000

The PRC for the Georgia-Alabama-South Carolina System approved Work Item Number 10 — unit 3 stator repair
for the Hartwell Project. The total funding requirement for this work item is $1,750,000. With 141 customers
participating, the total from beginning to present for customer funding in the Georgia-Alabama-South Carolina
System is over $36 million.

Kerr-Philpott System Funding

The PRC for the Kerr-Philpott System met and approved Work Item Number 2 — switch gear supply/relocation
at Philpott; exciter automated voltage regulator replacement at Philpott; and governor replacement at Philpott.
The total funding for this work item is $3,535,000. With 52 customers participating, the total from beginning to
present for customer funding in the Kerr-Philpott System is over $7 million.

Cumberland System Funding

During FY 2010, the Project Coordination Committee (PCC), the Corps and Southeastern have continued to work
on a multi-year Memorandum of Agreement (MOA) with anticipation that the final version would be signed in
FY 2011. This MOA will provide funding for non-routine maintenance, rehabilitation, or modernization activities
at the Cumberland River hydroelectric facilities operated by the Corps. The total funding for the system from
beginning to present is $45 million.
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Cumberland System Dam Safety Issue

During FY 2010, Southeastern continued an interim operations strategy in the Cumberland System. Cumberland
River Basin operations were severely impacted by restrictions necessary due to dam safety concerns at both the
Wolf Creek and Center Hill projects. Restricted operations are anticipated for several more years.

In January 2007, the Corps elected to lower the elevation of the Wolf Creek and Center Hill projects in response
to numerous studies conducted by dam safety experts which concluded that the dams were at high risk for failure.
The Corps began a grouting program at the projects in an effort to fill the cavities and voids under the dams
foundations which are providing paths for seepage.

7

Human Capital Initiatives

To maintain Southeastern’s organizational effectiveness and to accomplish its mission, Southeastern continued
to utilize its allocation of full-time equivalents (FTEs). In FY 2010, the agency experienced selective turn-over
among the professional staff; and, therefore, implemented the succession plan and employee development
initiatives. Employees acquired all necessary security clearances and certifications for Federal employment.

Contract Negotiations

Two of the preference customers in the Tennessee Valley Authority (TVA) and Tennessee Valley Public Power
Association (TVPPA) service area — the City of Paducah and the City of Princeton, Kentucky — requested a direct
contract with Southeastern to allow them to claim their Federal allocations. Contracts were finalized and executed
for the City of Paducah and the City of Princeton, and an amendment to the TVA/TVPPA/SEPA contract was ex-
ecuted in FY 2010.

Energy Efficiency and Renewable Energy Program Activities

In FY 2010, Southeastern’s Energy Efficiency and Renewable Energy Program (EERE) continued to support the
National Energy Policy by promoting energy efficiency and renewable energy education and training among
preference customers in the Southeast. Southeastern sponsored the Bonbright Conference, one of the nation’s
premier energy conferences that promotes dialog among energy suppliers, regulators, and transmission providers.
Southeastern also supported wind energy development efforts in the coastal and mountainous regions through
its partnership with North Carolina Wind Working Group. In addition, Southeastern provided assistance to
customers by facilitating the procurement of renewable energy and by co-sponsoring training to enhance
marketing skills to more effectively serve large load customers. Southeastern also worked with Electricities of
North Carolina, Kenergy, and South Mississippi Electric Power Association to co-sponsor workshops that
promote energy and economic efficiency. In FY 2010, Southeastern’s EERE program continued to support
the President’s Climate Change Technology Program by providing educational opportunities that address
technologies which slow the growth of CO- emissions.
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MARKETING OBJECTIVES

Southeastern Power Administration was created in 1950 by the Secretary of the Interior to carry out the functions
assigned to the Secretary by the Flood Control Act of 1944. In 1977, Southeastern was transferred to the newly
created Department of Energy. Headquartered in Elberton, Georgia, Southeastern markets hydroelectric power and
energy in the states of Virginia, North Carolina, South Carolina, Georgia, Florida, Alabama, Mississippi, Tennessee,
Kentucky, and southern Illinois, from reservoir projects operated by the U.S. Army Corps of Engineers.
Southeastern has the authority to market power in 11 states — the above ten plus West Virginia.

The objectives of Southeastern are to market the electric power and energy generated by the Federal reservoir
projects and to encourage widespread use of the power at the lowest possible cost to consumers. Power rates are
formulated based on sound financial principles. Preference in the sale of power is given to public bodies and
cooperatives, referred to as preference customers. Southeastern does not own transmission lines and must contract
with other utilities to provide transmission service for the delivery of Federal power.

Southeastern's responsibilities include negotiating, preparing, executing, and administering contracts for the sale
of electric power. Southeastern also prepares wholesale rates and repayment studies for the southeast's
interconnected reservoir projects, supporting deliveries made to serve contractual loads. Southeastern is also
responsible for scheduling hydropower generation at the Corps' facilities within its marketing area to ensure and
maintain continuity of electric service to its customers.

Section 5 of the Flood Control Act of 1944

“Electric power and energy generated at reservoir projects under the control of the Department of the
Army not required in the operation of such projects shall be delivered to the Secretary of Energy, who shall
transmit and dispose of such power and energy in such manner as to encourage the most widespread use
thereof at the lowest possible rates to consumers consistent with sound business principles, the rate
schedules to become effective upon confirmation and approval by the Secretary of Energy. Rate schedules
shall be drawn having regard to the recovery (upon the basis of the application of such rate schedules to
the capacity of the electric facilities of the projects) of the cost of producing and transmitting such electric
energy, including the amortization of the capital investment allocated to power over a reasonable period
of years. Preference in the sale of such power and energy shall be given to public bodies and cooperatives.
The Secretary of Energy is authorized, from funds to be appropriated by Congress, to construct or acquire,
by purchase or other agreement, only such transmission lines and related facilities as may be necessary
in order to make the power and energy generated at said projects available in wholesale quantities for sale
on fair and reasonable terms and conditions to facilities owned by the Federal Government, public bodies,
cooperatives, and privately owned companies. All monies received from such sales shall be deposited in
the Treasury of the United States as miscellaneous receipts.”
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MARKETING AREA
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A CLOSER LOOK

Mission Statement

Southeastern's mission is to market Federal hydroelectric power at the lowest possible cost to public bodies
and cooperatives in the southeastern United States in a professional, innovative, customer-oriented manner,
while continuing to meet the challenges of an ever-changing electric utility environment through continuous
improvements.

Vision Statement

Southeastern Power Administration will foster a well-trained, flexible workforce in an open and rewarding
workspace. Southeastern’s employees will practice integrity and honesty with all partners, nurture creativity, and
achieve results in a rapidly changing electric utility industry.

Organizational Chart

Office of the
Administrator

Power Kenneth E.

Marketing -= Legg
Liaison

Administrator

Legal Affairs
Denver L.

Rampey
Assistant Administrator

Human Resources Finance and Power
and Marketing Resources
Administration Leon Herbert R
Joel W. Jourolmon* Nadler
Seymour Assistant Assistant
Assistant Administrator Administrator
Administrator

*Leon Jourolmon, Assistant Administrator, Finance and Marketing, retired effective January 1, 2011.
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RATES AND REPAYMENTS

One of the major responsibilities of Southeastern is to design, formulate, and justify rates. Repayment studies
prepared by the agency determine revenue requirements and appropriate rate levels.

Repayment studies for each of Southeastern’s four power marketing systems are updated annually and
demonstrate the adequacy of the rates for each system. Rates are considered to be adequate when revenues are
sufficient to repay all costs associated with power production and transmission costs. Power production and
transmission costs include the amortization of Federal investment allocated to power. An outline of the status of
repayment is included in the table below.

Status of Repayment as of September 30, 2010 - Table 1

Initial Unpaid
Year of Cumulative Total Investment Balance
Repayment | Cumulative Expenses Investment Repaid of
Studies Revenue and Interest | to be Repaid to Date Investment
$ $ $
Georgia-
Alabama-
S. Carolina 1950 3,629 3,282 1,720 347 1,373
Jim Woodruff 1957 195 175 11 20 51
Cumberland 1949 1,336 1,048 415 288 127
Kerr-Philpott 1953 497 406 186 91 95
TOTAL 5,657 4,911 2,392 746 1,646

(Dollars in Millions)
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GEORGIA - ALABAMA -SOUTH CAROLINA SYSTEM

The Georgia-Alabama-South Carolina System consists of ten projects located in Georgia, Alabama, and South
Carolina. The power generated at these projects is sold to 176 preference entities that serve 204 preference
customers in Georgia, Alabama, South Carolina, North Carolina, Mississippi, and Florida.

Generation

Generation for FY 2010 was 111% of average. Figure A illustrates the percent of average generation by project, and
Figure B shows system generation for the years 2001 through 2010.

Financial Performance

Total revenue for the Georgia-Alabama-South Carolina System in FY 2010 was $175.6 million. Of this amount,
$170.5 million was derived from the sale of 4,169,029 megawatt-hours of energy and 2,184.2 megawatts of
capacity. Total operating expenses, excluding depreciation, were $107.9 million, interest charged to Federal
investment was $68.0 million. The Georgia-Alabama-South Carolina System incurred a deficit of $.3 million in
FY 2010. Figure C shows the revenue by source for this system, and Figure D shows the application of revenues.

Table 2 indicates the allocation of costs by project function for each project in the System, and Table 3 indicates
the current rates. Current rates for the Georgia-Alabama-South Carolina System were approved on a final basis
by FERC on April 8, 2008. In FY 2010, Southeastern filed a rate adjustment for the Georgia-Alabama-South Car-
olina System. The adjustment was an increase of 9.6%. The rate schedules were approved on an interim basis by
the Deputy Secretary of Energy on September 28, 2010. The new rate schedules were effective October 1, 2010,
and have been forwarded to FERC with a request for approval on a final basis.

Project Rehabilitation

During FY 2010, major rehabilitation work continued at the Walter F. George Project.

Actual Generation as a Actual Generation as a
Percentage of Average Project Percentage of Average System
Generation - Figure A Generation - Figure B
0 30 60 90 120 150 0 30 60 90 120 150
Millers Ferry NN 2001 I
R. F. Henry I 2002 I
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Allatoona INEGING__— 2004 I
W. F. George NI 2005 I
West Point IENEGNGNGITGG 2006 N
Buford NN 2007 I
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R. B. Russell NG 2009 I
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FY 2010 Revenue by Source - Figure C FY 2010 Application of Revenues - Figure D
120.00% —— 120.00% ———
100.00% —— —2.91% — Other 100.00% ——
I — 5 78, — State & County
80.00% —— 80.00% —— — 38.72% — Interest
— 36.74% — Municipals
60.00% —— 60.00% ——

— 7.89% — Purchased Power

— 13.30% — Transmission

40.00% —f— 40.00% ——

— 55.07% — Cooperatives — 20.50% — Maintenance
20.00% —f—
0.00% —-

Cost Allocation by Project Function as of September 30, 2010 - Table 2

20.00% ——
— 19.76% — Operations

0.00% —

— -0.T7 % — Repayment

Flood Fish and
Project Navigation Control Wildlife Recreation
% % %
Allatoona 65,003,839  68.10 - 14.30 - 17.25 0.36(a)
Buford 97,702,550  81.26 2.15 4.76 - 11.82 -
Carters 168,237,542  83.21 - 12.00 - 479 -
J. Strom Thurmond 185,276,569  85.49 2.55 2.34 - 9.62 -
Walter F. George 263,426,510  64.09 31.18 - 0.13 4.60 -
Hartwell 196,975,293  90.07 1.94 2.46 - 5.53 -
Robert F. Henry/Millers Ferry 202,673,187  62.85 29.32 - - 7.83 -
West Point 163,003,370  47.36 1.65 13.21 8.47 29.31 -
Richard B. Russell 1,107,281,986  69.36 - 0.21 - 30.43 -
TOTAL-GA-AL-SC 2,449,580,845 71.07 6.32 2.74 0.58 19.28 0.01
(a) water supply
Basic Power Rate Schedule as of September 30, 2010 - Table 3
Capacity Energy Ancillary &
$/kw/ Mills/ Generation Svs.

Preference Customers Month kWh $/kw/Month
Municipal Elec. Auth. of Georgia & City of Dalton 3.70 9.32 - 25
Oglethorpe Power Corp. Area 3.70 9.32 - 12
Southern Company 3.70 9.32 2.73 36
PowerSouth Off System 3.70 9.32 2.73 23
PowerSouth Energy Cooperative 3.70 9.32 - 12
So. Mississippi Electric Power Assoc. 3.70 9.32 2.62 12
So. Carolina Public Service Authority Area

So. Carolina Public Service Authority 3.70 9.32 - 12

Preference Customers -SCPSA 3.70 9.32 1.48 12
Duke Power Area

Bundled 3.70 9.32 .89 12

Self Scheduling 3.70 9.32 .89 12

Self Scheduling and Self Transmitting 3.70 9.32 - 12
So. Carolina Electric & Gas Area 3.70 9.32 2.55 12

11
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KERR-PHILPOTT SYSTEM

The Kerr-Philpott System consists of two projects — John H. Kerr on the Roanoke River and Philpott on the Smith
River. Power generated at the projects is marketed to 76 preference customers in North Carolina and Virginia.

Generation

Generation for FY 2010 was 137% of average. Figure E illustrates the percent of average generation by project for
the year. Figure F shows the system generation by year from 2001 through 2010.

Financial Performance

Total revenue for the Kerr-Philpott System in FY 2010 was $20 million. Of this amount, $19.0 million was derived
from the sale of 615,814 megawatt-hours of energy and 196.5 megawatts of capacity.

Total operating expenses, excluding depreciation, were $15.6 million. Interest charged to Federal investment was
$4.1 million and repayment of the Federal investment was $0.2 million. Figure G shows the revenue by source for
the Kerr-Philpott System, and Figure H shows the application of revenues.

Table 4 indicates the allocation of costs by project function for each project in the System. Table 5 indicates the cur-
rent rates. Current rates for the Kerr-Philpott System were approved on a final basis by FERC on December 8, 2006.
Southeastern filed a rate adjustment for the Kerr-Philpott System in FY 2010. The rate adjustment was as increase
of 15%. The rate schedules were approved on an interim basis by the Deputy Secretary of Energy on September
16, 2010. The new rate schedules are effective October 1, 2010, and have been forwarded to FERC with a request
for approval on a final basis.

Rehabilitation

During FY 2010, major rehabilitation work was completed at the John H. Kerr Project.

Actual Generation as a Actual Generation as a
Percentage of Average Project Percentage of Average System
Generation - Figure E Generation - Figure F
0 20 40 60 80 100 120 140 0 50 100 150 200
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FY 2010 Revenue by Source - Figure G FY 2010 Application of Revenues - Figure H
100.00% —— — 4.83% — Other 100.00% —— — 1.18% — Repayment
_— 17.68% — Municipals — 20.63% - Interest
80.00% —— 1
* 80.00% — 5.18% — Purchased Power
__ 15.69% — Transmission
60.00% —— 60.00% ——
40.00% —— _ 77.49% — Cooperatives 40.00% ——  25.48% ~ Maintenance
20.00% —|— 20.00% ——
— 31.84% — Operations
0.00% 0.00% —

Cost Allocation by Project Function as of September 30, 2010 - Table 4

Flood Fish and

Project Navigation Control Wildlife Recreation

% %
John H. Kerr 212,899,636 84.33 - 11.95 - 3.55 0.17(a)
Philpott 26,562,497 49.87 - 35.15 - 14,98 -
TOTAL-
Kerr-Philpott System 239,462,133  80.51 - 14.52 - 4.82 0.16
(a) water supply

Basic Power Rate Schedule as of September 30, 2010 - Table 5

Capacity Energy Ancillary Tandem

$/kw/ Mills/ Services Transmission
Preference Customers Month kWh Mills/kWh $/kW/Month

Virginia Power Co. Area

Bundled 2.98 11.90 (1.51) 14.58 (1.23)
Self Scheduling 2.98 11.90 (1.51) 14.58 (1.23)
Self Scheduling and Self Transmitting 2.98 11.90 - 14.58 (1.23)
Scheduled by CP&L 2.98 11.90 (1.51) 14,58 (1.23)
American Electric Power Service Area 2.98 11.90 - 14.58 (1.23)
Carolina Power & Light Co. Area 2.98 11.90 1.2959 - (1.23)

13



2010 SEPA ANNUAL REPORT

CUMBERLAND SYSTEM

There are nine projects in the Cumberland System located in Tennessee and Kentucky. The power produced at
these projects is delivered to 25 preference entities that serve 213 preference customers in Tennessee, Kentucky,
Mississippi, North Carolina, Alabama, Georgia, Virginia, and southern Illinois.

Generation

Generation for the system during FY 2010 was 93% of average. The percentage of average generation by project
is shown in Figure I, and Figure ] shows system generation for the years 2001 through 2010.

Financial Performance

Total revenue for the Cumberland System in FY 2010 was $45.7 million. Of this amount, $44.1 million was derived
from the sale of 2,706,215 megawatt-hours of energy. Total operating expenses, excluding depreciation, were $44.5
million. Interest charged to Federal investment was $3.6 million. The Cumberland System incurred a repayment
deficit of $2.3 million in FY 2010. Figure K shows the revenue by source for the Cumberland System, and Figure
L shows the application of revenues for this System.

Table 6 indicates the allocation of costs by project function for each project in this System, and Table 7 indicates
the current rates. Current rates for the Cumberland System were approved on a final basis by FERC on May 6,

2009.
Actual Generation as a Actual Generation as a
Percentage of Average Project Percentage of Average System
Generation - Figure | Generation - Figure J
0 20 40 60 80 100 120 0 20 40 60 80 100 120 140
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FY 2010 Revenue by Source - Figure K FY 2010 Application of Revenues - Figure L
120.00% —7— 120.00% ——
% ——
100.00% —— —357% — Other 10000% _—7.86% — Interest
_—11.28% — Municipals
80.00% - 80.00% —f— —21.52% — Transmission
60.00% — — 42.53% — Federal 60.00% |
—43.94% — Maintenance
40.00% —f— 40.00% —
20.00% —f— — 42.62% — Cooperatives 20.00% |
—31.74% — Operations
— 0.00%
0.00% ’ —-5.06% — Repayment

Cost Allocation by Project Function as of September 30, 2010 - Table 6

Flood Fish and

Project Navigation Control Wildlife Recreation

% % %
Barkley 201,376,164 26.34 57.99 11.51 - 4.16 -
J. Percy Priest 68,807,755 17.84 - 39.24 - 42.92 -
Cheatham 52,809,027 42.43 48.75 - - 8.82 -
Cordell Hull 92,282,349 46.61 19.03 - - 27.29 7.08 (a)
Old Hickory 74,233,716 55.61 38.18 - - 6.21 -
Center Hill 195,754,683 48.02 - 47.53 - 4.10 0.36 (b)
Dale Hollow 38,297,781 62.69 - 32.08 - 5.23 -
Wolf Creek 495,041,260 56.92 - 39.12 - 3.91 0.05 (b)
Laurel 51,705,751 53.95 - - - 33.81 12.24 (a)
TOTAL- Cumberland System  1,270,308,486  47.21 14.83 27.49 - 9.38 1.09

(a) Area Development
(b) World War Il Suspension Costs

Basic Power Rate Schedule as of September 30, 2010 - Table 7

Capacity Energy
$/kw/ HIN

Preference Customers Month kWh
Tennessee Valley Authority - 12.67 -
Former Tennessee Valley Authority Customers - 12.67 -
Carolina Power & Light Co. Area - 12.67 1.259
Kentucky Utility Area - 12.67 -
East Kentucky Power Cooperative - 12.67 -
Other Preference Customers - 12.67 -

15
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JIM WOODRUFF SYSTEM

The Jim Woodruff System is a one-project system located in the northern panhandle of Florida near the Geor-
gia-Florida border. This system has six customers located in the northern part of Florida and one investor-owned
utility.

Generation

Generation during FY 2010 was 68% of average. Figure M illustrates the project’s generation for the years 2001
through 2010.

Financial Performance

Total revenue from the Jim Woodruff System was $13.3 million in FY 2010. Of this amount, $13.2 million was
derived from the sale of 223,662 megawatt-hours of energy and 36 megawatts of capacity.

Total operating expenses, excluding depreciation, were $10.2 million. Interest charged to the Federal investment
was $2.7 million and repayment of the Federal investment was $0.4 million. Figure N shows the revenue by source
for the System, and Figure O shows the application of revenues.

Table 8 indicates the allocation of costs by project function for the project in the System, and Table 9 indicates the
current rates. Current rates for the Jim Woodruff System were approved on a final basis by FERC on April 15,
2010.

Actual Generation as a Percentage
of Average System Generation - Figure M
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FY 2010 Revenue by Source - Figure N FY 2010 Application of Revenues - Figure O

100.00% —+— — 0.44% — Other 100.00% —— —3.16% — Repayment
— 25.33% — Municipals —20.10% — Interest
80.00% —— 80.00% —f—

— 7.56% - 10Us

60.00% —— 60.00% ——

—35.17% — Purchased Power

40.00% 2.43% T ission

40.00% ——
— 66.67% — Cooperatives

— 25.44% — Maintenance
20.00% ——

oo | [ 7+ —crciens

20.00% ——

0.00% —

Cost Allocation by Project Function as of September 30, 2010 - Table 8

Flood Fish and
Project Navigation Control Wildlife Recreation
%
Jim Woodruff 108,214,080 61.85 30.99 - - 7.16 -
TOTAL-
Jim Woodruff System 108,214,080  61.85 30.99 - - 1.16 -

Basic Power Rate Schedule as of September 30, 2010 - Table 9

Capacity Energy

$/kw/ Mills/

Preference Customers Month kWh
Preference Customers 13.06 32.07
Investor Owned Utility* - 50.00

*Rate determined at 100% of Investor Owned Utility avoided cost

17
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CUSTOMER SALES

CUSTOMER CAPACITY ENERGY REVENUE CUSTOMER CAPACITY ENERGY REVENUE
(kw) (kwh) ($) (kw) (kwh) ($)
Georgia-Alabama-South Carolina System City of Buford 2,356 4,727,689 169,101.01
Alabama City of Cairo 6,253 12,553,121 $ 448,873.56
Baldwin County EMC 17,284 40,686,106 $1,881,358.63 City of Calhoun 7,660 15,384,750 549,961.07
Black Warrior EMC 18,494 36,908,267 1,980,551.17 City of Camilla 6,072 12,176,817 435,723.04
Central Alabama EC 18,660 43,501,065 2,027,507.20 City of Cartersville 17,152 34,416,092 1,231,053.17
Clarke-Washington EMC 6,678 15,389,761 724,007.60 City of College Park 15,559 31,241,434 1,116,983.41
Coosa Valley EC 5,728 13,332,891 622,234.96 City of Commerce 4,456 8,933,554 319,729.44
Dixie EC 7,273 17,081,568 791,387.24 City of Covington 9,382 18,831,763 673,454.27
Pea River EC 3,422 7,880,750 370,938.79 City of Dalton 45,822 95,586,256 3,319,389.07
Pioneer EC 10,056 23,525,650 1,093,288.05 City of Doerun 629 1,261,961 45,143.43
Tallapoosa River EC 11,494 26,627,872 1,247,465.55 City of Douglas 10,180 20,424,290 730,623.80
Tombigbee EC 6,578 13,113,429 704,368.59 City of East Point 33,488 67,179,374 2,403,351.86
Wiregrass EC 8,467 19,685,539 919,591.92 City of Elberton 11,447 22,952,381 821,387.76
PowerSouth Energy Cooperative 100,000 242,823,000 7,423,850.28 City of Ellaville 936 1,879,432 67,195.57
City of Alexander City 7,846 15,947,695 842,646.99 City of Fairburn 1,799 3,613,339 129,163.41
City of Dothan 52,461 106,700,241 5,635,051.65 City of Fitzgerald 9,720 19,503,284 697,632.12
City of Evergreen 4,047 8,217,782 434,588.58 City of Forsyth 3,720 7,463,686 266,988.64
City of Fairhope 6,248 12,703,668 671,073.68 City of Fort Valley 9.417 18,896,209 675,895.96
City of Foley 21,199 43,055,629 2,276,494.16 City of Grantville 470 941,793 33,717.63
City of Hartford 3,050 6,031,026 325,993.14 City of Griffin 18,157 36,434,822 1,303,211.68
City of LaFayette 2,358 4,790,010 253,211.05 City of Hampton 832 1,571,266 88,097.41
City of Lanett 5,321 10,815,543 571,468.12 City of Hogansville 1,531 3,070,710 109,869.15
City of Luverne 3,158 6,418,358 339,157.15 City of Jackson 2,067 4,147,641 148,356.69
City of Opelika 20,809 42,307,634 2,234,972.88 City of LaFayette 6,607 13,255,833 474,188.74
City of Piedmont 3,869 7,707,457 414,223.56 City of Lagrange 17,096 34,318,390 1,227,212.26
City of Robertsdale 3,372 6,709,874 360,922.05 City of Lawrenceville 4,795 9,634,179 344,308.53
City of Sylacauga 16,494 32,833,266 1,765,584.45 City of Marietta 37,172 74,640,965 2,668,609.20
City of Troy 10,079 20,484,267 1,082,440.84 City of Monroe 7,223 14,488,692 518,362.75
City of Tuskegee 11,689 23,488,132 1,253,062.36 City of Monticello 1,836 3,681,943 131,750.52
Alabama Total 386,134 848,766,480  §38,247,440.64 City of Moultrie 15,480 31,058,482 1,111,016.20
City of Newnan 6,893 13,831,720 494,740.71
Florida City of Norcross 1,736 3,486,516 124,636.75
Choctawhatchee EC 1,231 2,895,188 $133,955.30 City of Oxford 458 921,011 32,896.71
West Florida ECA 8,402 19,779,966 914,622.85 City of Palmetto 923 1,852,408 66,251.22
Florida Total 9,633 22,675,154 $1,048,578.15 City of Quitman 4,428 8,879,496 317,745.57
City of Sandersville 4,997 10,022,958 358,605.60
Georgia City of Sylvania 5,436 10,914,855 390,248.08
Altamaha EMC 10,956 19,277,734 $ 724,558.66 City of Sylvester 3,952 7,933,536 283,692.40
Amicalola EMC 11,513 20,250,456 761,310.20 City of Thomaston 7,687 15,432,562 551,821.68
Canoochee EMC 9,392 16,528,977 621,162.77 City of Thomasville 25,053 50,272,779 1,798,170.07
Carroll EMC 17,032 29,961,275 1,126,298.85 City of Washington 5,068 10,166,407 363,713.39
Central Georgia EMC 13,381 23,551,151 885,007.13 City of West Point 4,683 9,386,771 335,994.17
Coastal EMC 3,157 5,559,448 208,835.61 City of Whigham 319 640,341 22,898.89
Cobb EMC 39,369 69,341,920 2,604,415.14 Crisp County Power Commission 18,068 36,251,872 1,296,770.95
Colquitt EMC 38,410 67,560,576 2,540,264.86 Town of Mansfield 379 758,840 27,181.91
Coweta-Fayette EMC 13,378 23,556,616 884,932.84 Georgia Total 1,095,655  2,012,223,704  $74,867,757.37
Diverse Power, Inc. 12,050 21,214,069 797,039.97
Excelsior EMC 8,914 15,683,767 589,503.09 Mississippi
Flint EMC 55,744 60,725,093 3,338,234.74 Coast EPA 26,863 54,677,510 $2,885,960.27
Grady EMC 10,439 18,359,664 690,271.04 East Mississippi EPA 11,336 23,032,318 1,217,561.88
Greystone Power Corporation 31,540 55,528,912 2,086,224.43 Singing River EPA 33,684 68,576,567 3,618,945.10
Habersham EMC 10,176 17,898,802 672,899.84 South Mississippi EPA 68,000 158,719,160 7,125,791.69
Hart EMC 18,630 32,755,574 1,231,778.60 Mississippi Total 139,883 305,005,555 $14,848,258.94
Irwin EMC 8,246 14,499,742 545,226.30
Jackson EMC 48,415 85,208,123 3,202,520.90 North Carolina
Jefferson EMC 14,188 24,979,268 938,471.02 Blue Ridge EMC 7,311 12,843,770 $518,596.27
Little Ocmulgee EMC 7,754 13,630,848 512,651.79 EnergyUnited EMC 16,302 26,112,400 1,088,025.48
Middle Georgia EMC 6,028 10,601,571 398,594.53 Haywood EMC 926 1,483,130 64,317.77
Mitchell EMC 18,023 31,699,062 1,191,768.75 Pee Dee EMC 455 851,118 32,692.08
Ocmulgee EMC 8,188 14,397,733 541,391.08 Rutherford EMC 24,018 42,338,560 1,704,363.76
Oconee EMC 8,018 14,108,102 530,258.01 Union EMC 11,633 22,006,932 839,264.88
Okefenoke Rural EMC 9,487 16,689,276 627,366.28 City of Cherryville 1,478 959,365 81,995.87
Pataula EMC 3,244 5,705,176 214,504.42 City of Concord 8,007 8,398,297 564,037.24
Planters EMC 10,258 18,040,886 678,297.46 City of Gastonia 15,971 10,363,017 885,977.51
Rayle EMC 10,350 18,203,191 684,482.30 City of Kings Mountain 2,896 3,036,604 203,991.11
Satilla Rural EMC 30,374 53,425,416 2,008,795.57 City of Lincolnton 1,577 1,023,023 87,479.14
Sawnee EMC 19,423 34,180,046 1,284,558.58 City of Monroe 7,693 4,992,783 426,778.33
Slash Pine EMC 4,785 8,415,679 316,404.79 City of Morganton 9,535 15,053,597 660,595.44
Snapping Shoals EMC 20,119 35,429,644 1,330,875.20 City of Newton 2,067 1,340,558 114,655.40
Southern Rivers Energy 6,842 12,040,614 452,505.14 City of Shelby 5892 3,822,349 326,852.98
Sumter EMC 11,437 20,124,770 756,376.77 City of Statesville 9,705 6,296,894 538,371.52
Three Notch EMC 12,194 21,450,873 806,372.02 Town of Bostic 412 655,773 28,622.91
Tri-County EMC 6,416 11,297,413 424,405.74 Town of Cornelius 361 234,409 20,028.62
Upson EMC 4,581 8,058,647 302,935.73 Town of Dallas 1,299 1,361,294 91,490.23
Walton EMC 31,322 55,187,073 2,072,578.67 Town of Drexel 879 1,390,688 60,941.87
Washington EMC 14,249 25,066,706 942,275.66 Town of Forest City 2,721 2,854,313 191,679.74
City of Acworth 2,303 4,621,667 165,301.26 Town of Granite Falls 828 536,978 45,928.49
City of Adel 6,902 13,842,114 495,293.48 Town of Huntersville 490 317,540 27,176.45
City of Albany 60,831 122,086,289 4,366,358.65 Town of Landis 1,098 711,842 60,901.53
City of Barnesville 2,635 5,286,947 189,118.91 Town of Maiden 1,235 800,839 68,502.90
City of Blakely 5412 10,856,645 388,403.47 Town of Pineville 490 317,540 27,176.45
City of Brinson 156 313,929 11,207.67 North Carolina Total 135,279 170,103,613 $ 8,760,443.97
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CUSTOMER CAPACITY ENERGY REVENUE CUSTOMER CAPACITY ENERGY REVENUE
(kw) (kwh) ($) (kw) (kwh) ($)
South Carolina Virginia
Central Electric Power Cooperative 180,700 399,787,119 $16,218,898.78 B-A-R-C EC 3,740 14,578,393 $ 356,509.36
Little River EC 522 851,473 46,444.79 Central Virginia EC 7,956 30,822,907 760,213.06
City of Abbeville 2,959 5,050,654 189,777.90 Community EC 4,230 16,511,459 403,596.76
City of Clinton 2,975 1,952,040 161,857.47 Craig-Botetourt EC 1,692 9,069,849 197,314.01
City of Easley 8,656 13,825,705 577,283.48 Mecklenburg EMC 11,344 44,640,500 1,088,280.11
City of Gaffney 6,986 11,164,681 465,991.41 Northern Neck EC 3,944 15,320,040 375,252.72
City of Georgetown 5,300 12,868,296 493,836.68 Northern Virginia EC 3,268 12,342,270 308,189.72
City of Greenwood 11,404 20,887,010 817,302.93 Prince George EC 2,530 9,827,506 240,603.79
City of Greer 9,159 14,690,054 611,624.89 Rappahannock EC 22,427 87,597,584 2,140,871.65
City of Laurens 5,891 9,438,560 393,262.38 Shenandoah Valley EMC 9,938 39,043,221 952,337.95
City of Newberry 3,277 2,149,738 178,282.17 Southside EC 14,575 57,066,117 1,393,498.29
City of Orangeburg 13,779 22,550,745 1,225,605.08 City of Bedford 1,200 907,337 79,223.64
City of Rock Hill 19,115 30,530,662 1,274,804.65 City of Danville 5,600 4,234,246 369,710.39
City of Seneca 2,688 1,417,170 146,086.39 City of Franklin 1,003 762,921 48,070.36
City of Union 3,484 2,286,594 189,557.69 City of Martinsville 1,600 1,209,785 105,631.55
City of Westminster 678 444,392 36,880.97 City of Radford 1,300 978,345 85,605.19
Town of Bamberg 2,300 5,514,975 213,447.47 City of Salem 2,200 1,655,663 144,870.29
Town of Due West 285 298,725 20,073.62 Harrisonburg Electric Commission 2,691 2,073,637 129,555.53
Town of McCormick 522 832,400 46,295.03 Town of Blackstone 389 295,891 18,643.44
Town of Prosperity 602 1,546,651 54,162.99 Town of Culpepper 391 301,300 18,824.35
Town of Winnsboro 1,366 2,164,248 120,954.24 Town of Elkton 171 130,070 8,195.46
South Carolina PSA 135,000 250,002,860 9,262,506.13 Town of Richlands 500 378,060 33,009.90
South Carolina Total 417,648 810,254,752 $32,744,937.14 Town of Wakefield 106 80,627 5,080.21
Virginia Total 102,795 349,827,728 $9,263,087.73
Georgia-Alabama-South Carolina
System Total 2,184,232 4,169,029,258  $170,517,416.21 Kerr-Philpott System Total 196,500 615,814,286 $19,023,322.63
Kerr-Philpott 'System Jim Woodruff System
North Carolina Florida
Albemarle EC 2093 9947401 3 33334817 Central Florida EC 2,300 11347503 § 724370.42
runswick EMC 3515 14,029,945 412,675.70 Suwannee Valley EC 4,300 22,131,943 1,462,027.42
Carteret-Craven EMC 2,735 10,735,536 318,718.02 Talqui y ' Py Ty
Central EMC 1,239 4,945,406 145,463 81 lquin EC 13,500 88,134,984 4,942,208 33
' e g Tri-County EC 5,200 28,839,343 1,739,821.73
Edgecombe-Martin County EMC 4,155 16,136,844 570,698.08 X ' (e fog
9 y ' ey : City of Chattahoochee 1,800 9,878,839 598,910.37
FOL{r County EMC 4,198 16,756,105 492,862.72 City of Quincy 8:400 45:334:782 2,770:334,46
j—lahfax EMC 2,606 10,175,204 346,069.64 Florida Power Corporation - 17,995,104 1,005,797.94
ones-Onslow EMC 5,184 20,691,675 608,623.13
Lumbee River EMC 3,729 14,884,117 437,800.18 .
Pee Dee EMC 2'968 11,846,624 348.455.63 Jim Woodruff System Total 36,000 223,662,498 $13,243,471.27
Piedmont EMC 1,086 4,134,120 125,196.64
Pitt & Greene EMC 1,580 6,306,492 185,498.70 Cumberland System
Randolph EMC 3,608 14,401,154 423,594.89 Southern lllinois Power Cooperative 59,305,000 $1,243,994.95
Roanoke EMC 5,528 21,330,228 756,114.45 Kentucky
South River EMC 6,119 24,423,681 718,396.10 Big Rivers Electric Corporation 381,690,000 $7,967,257.14
Tideland EMC 3,098 12,093,917 411,699.33 East Kentucky Power Cooperative 342,825,000 7.334.094 51
Tri-County EMC 3,09 12,357,530 363,483.43 City of Barbourville 5,619,154 109,927.80
Wake EMC 2,164 8,637,497 25406253 City of Bardstown 5,739,201 112,215.73
City of Elizabeth City 2,073 1,551,070 98,315.97 City of Bardwell 1384 356 27.031.32
Clty of Kinston 1,466 1,096,897 109,948.97 C\ty of Benham 1633,432 12’435 32
Clt\/ of Laur\nburg 415 310,514 31,124.70 C\ty of Corbin 6 635’7” 129’80635
City of Lumberton 895 669,660 67,124.30 City of Falmouth 1506956 29,447.57
City of New Bern 1.204 900,864 90,299.10 City of Frankfort 39,898,555 780,289.60
Clty of ROCky Mount 2,538 1,898,998 190,348.22 C\ty of Henderson 25582 000 535 238.50
City of Washington 2,703 2,022,452 202,723.14 City of Madisonville 19,930,122 389,806.17
City of Wilson L 29% 2,207,264 221,248.01 City of Nicholasville 6,528,436 127,680.24
Fayetteville Public Works Commission 5,431 4,063,610 407,321.14 City of Owensboro 63854 027 1248 804.61
Greenville Utilities Commission 7,534 5,637,126 565,044.71 C\ty of Paris 3:483:876 ! 68:1 09.14
Town of Apex 145 108,492 10,874.93 City of Providence 3,144,174 61,504.24
Town of Ayden 208 155,632 15,599.85 City of Princeton 504,393 10,672.39
Town 0; Belhaven 182 '\36,176 8,631 69 C\t\/ of Paducah 3519 607 74 .470.92
Town of Benson 120 89,786 8,999.95 179 909
Town of Clayton 161 120,464 12:074.84 Kentucky Total 912,479,000 $19,018,792.05
Town of Edenton 775 579,874 36,755.84 Mississippi
Town of Enfield 259 196,986 16,948.69 South Mississippi EPA 108,857,000  $2,276,407.07
Town of Farmville 237 177,331 17.774.91 Mississippi Delta Energy Agency 23,755,000 49828453
Town of Fremont 60 44,895 4,499.96 Municipal Energy Agency of Mississippi 40,016,000 837,480.44
Town of Hamilton 40 29,929 1.897.07 Mississippi Total 172,628,000  $3,612,172.04
Town of Hertford 203 151,889 9,627.64
Town of Hobgood 46 34,416 2,181.62 North Carolina
Town of Hookerton 30 22,446 2,249.99 French Broad EMC 17,408800 $ 520338.70
Town of La Grange 93 69,584 6,974.92 Haywood EMC 5,095,259 152,259.19
¥0wn 0; rL)C:(uISﬁ>|urg 8% 69;83;8 1423335; Town of Waynesville 3,609,141 107,862.23
own of Pikeville , ,999. :
Town of Red Springs 17 87,544 877493 North Carolina Total 26,113,200 780,460.12
Town of Robersonville 232 173,587 11,003.03 :
Town of Scotland Neck S04 227462 1441782 Tennessee Valley Authority 1,535,690,000 $19,457,192.28
Town of Selma 183 136,925 13,724.85 R
Town of Smithfield 378 282832 2834975 Cumberland System Total 2,706,215,200 $44,112,611.44
Town of Tarboro 2,145 1,604,941 101,730.71
Town of Wake Forest 149 111484 11174.92 Grand Total 2,416,732 7,714,721,242  $ 246,896,821.55
Town of Windsor 331 251,773 15,863.72
North Carolina Total 93,705 265,986,558 $9,760,234.90
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Description

The Southeastern Federal Power Program (Power Program) consists of all activities associated with
the production, transmission, and disposition of Federal power marketed under Section 5 of the
Flood Control Act of 1944 in 11 states. These states are: Virginia, West Virginia, North Carolina, South
Carolina, Georgia, Florida, Alabama, Mississippi, Tennessee, Kentucky, and southern Illinois. The
Power Program includes the accounts of two separate Federal government agencies — the South-
eastern Power Administration (Southeastern), an agency of the United States Department of Energy,
and the United States Army Corps of Engineers (Corps). Southeastern purchases, transmits, and
markets power within four separate power systems (each including one or more Corps generating
projects for which rates are set). These systems are: Georgia-Alabama-South Carolina System; Jim
Woodruff System; Cumberland System; and Kerr-Philpott System.

The Corps operates 22 Federal hydroelectric generating projects in commercial service as of Septem-
ber 30, 2010, for which Southeastern is the power marketing agency. The Corps and Southeastern are
separately managed and financed; however, the financial statements are combined under the Power
Program title.

Costs of multiple purpose Corps projects are allocated to individual purposes (e.g., power, recreation,
navigation, and flood control) through a cost allocation process. Specific and joint-use costs allocated
to power are included in the attached statements of assets, Federal investment, and liabilities, under
utility plant and cash.

The accounts of the Power Program are maintained in conformity with accounting principles gen-
erally accepted in the United States and with the Uniform System of Accounts prescribed for electric
utilities by the Federal Energy Regulatory Commission. The Power Program’s accounting policies
also reflect requirements of specific legislation and executive directives issued by the applicable gov-
ernment agencies.

Southeastern and the Corps receive Congressional appropriations through the Department of Energy
and the Department of Defense to finance their operations. The Corps also receives Congressional
appropriations to finance construction of its hydroelectric projects. In accordance with the Flood
Control Act of 1944, Southeastern is responsible for repayment, with interest, of its appropriations,
as well as Corps construction and operation appropriations allocated to power.
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Program Performance

During FY 2010, Southeastern marketed 7.7 billion kilowatt-hours of energy to 489 wholesale cus-
tomers. Southeastern’s revenues totaled $255 million, which was $8 million more than in FY 2009.

Financial Performance Debt Service
Coverage Ratio

The debt service coverage ratio measures the adequacy of a utility’s cash flow to cover debt service
cash, both principal and interest.

Specifically, the debt service coverage ratio measures revenues in excess of operating expenses requir-
ing cash, or cash flow from operations available to make debt service payments of principal and in-
terest. A ratio of 1.0 would generally indicate just enough cash flow to make principal and interest
payments on outstanding debt, in addition to meeting all other cash expenses. A ratio of 1.5 would
indicate sufficient cash flow to pay 1.5 times the amount of debt service actually due. Debt service
coverage is an important measure of financial health, particularly for public power systems with no
significant surplus or equity as a cushion. Since the revenues of a power marketing administration
are applied to operating expenses and debt service requirements with typically no return built into
rates, the level of debt service coverage is viewed as an important means of determining the revenue
shortfalls that could be sustained before debt service payments were adversely affected. A balance
exists between maintaining a sound financial condition and maintaining the lowest rates consistent
with the not-for-profit orientation of power marketing agencies.

Over the last five years, Southeastern’s debt service ratio has ranged from about 0.664 to 0.733. South-
eastern’s debt service ratio for FY 2006 through FY 2009 was below normal due to adverse water
conditions. FY 2010 was below normal due to higher than expected Corps’ operation and mainte-
nance expenses. Southeastern’s debt service coverage ratio for fiscal years 2006-2010 is illustrated in
Figure P.

Debt Service Coverage Ratio - o014 0.74
Figure P

0.72 0.72

0.70 0.70
0.68 0.68
0.66 .66
0.64 I 0.64
0.62 0.62

FY2006  FY2007 FY2008 FY2009  FY2010

o
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Cumulative Principal as a Percentage of
Total Federal Investment
(Plant-in-Service)

This indicator is a cumulative cash flow measure. It measures the cumulative principal payments
made relative to the total Federal investment to date. During a period of capital expansion, this ratio
would tend to decrease, whereas increases in cumulative payments over time would be expected for
a mature system. Thus, a system with little time remaining in its repayment period would be ex-
pected to have a ratio of cumulative principal payments relative to total Federal investment that ap-
proaches 100%. This indicator provides useful information by showing the relationship between the
cumulative amount of principal paid to date by Southeastern, as well as the progress made over the
period studied. While analysis of this indicator does not necessarily provide conclusive information
without further analysis of additional factors, such as the average age of the system, the measure nev-
ertheless provides valuable information on the status of repayment. Over the last five years, South-
eastern’s principal payments as a percentage of total investment have declined from 35.3% to 29.7%.
This is due to an increase in the power investment and a lack of repayment due to drought condi-
tions. Payments as a percent of total investment are illustrated in Figure Q.

Percent Variance of Actual from
Planned Principal Payment

Each of the power marketing administrations shows relatively large fluctuations between actual and
planned revenues due to the high variability of water over the years analyzed. A negative number
means that actual repayment is not as large as expected. A positive number means that actual repay-
ment is larger than expected.

Southeastern’s -86.1% ratio in 2006, -93.9% ratio in 2007, -100% in 2008, and -95% in 2009 were the
result of below average streamflow conditions, as illustrated in Figure R. The -100% ratio in 2010
was due to higher than expected Corps’ operation and maintenance expenses.

Cumulative Principal Payments Percent Variance of Actual From
as a Percentage of Total Planned Principal Payments -
Investment - Figure Q Figure R
36 36 75 75
35 35 -80 -80
34 34
-85 -85
33 33
22 32 -90 -90
31 31 -95 -95
30 30 -100 -100
2 . 29
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Net Cash to the Treasury

Net cash flow to the Treasury measures the actual net cash flow, both inflows and outflows, to the
U.S. Treasury, excluding revenue from the Tennessee Valley Authority. This indicator focuses on cash
flows as opposed to accrual accounting results.

Because of its cash nature, this indicator is negatively influenced during years of large capital expen-
ditures. Even in years of favorable financial performance, small or negative cash flow to the U.S.
Treasury may result. In addition, the variability of water levels explains some of the fluctuation of
this measure.

This indicator provides valuable financial information related to the annual effect of the power mar-
keting administrations on the cash position of the U.S. Treasury. The measure should be used only
in combination with other financial indicators to assess Southeastern’s financial performance. Net
Cash Flow to Treasury excluded revenue from and expenses paid to Federal entities, such as TVA.
FY 2007 Net Cash Flow to the Treasury was $195,000. Net cash flow to the U.S. Treasury is illustrated

in Figure S.
Net Cash Flow 80000 80000
to the Treasury - 60000 60000
Figure S (in thousands) 40000 40000
20000 20000
0 0

-20000 - . -20000

-40000 -40000

-60000 -60000

-80000 -80000

-100000 -100000

FY2006  FY2007 FY2008 FY2009  FY2010

Rate Performance

Performance indicators were prepared separately for transmission costs and generation rates. Cu-
mulative year-to-year percentage increases in costs and rates were compared to cumulative percent-
age increases in the Consumer Price Index starting with 2006 as the base year.

Transmission Performance Indicator -
Composite Transmission Cost Indicator

The transmission cost indicator is a measure of the change in the capacity based on weighted average
transmission rates paid by Southeastern from year to year. The FY 2006 increase was the result of in-
creases in transmission rates in the Georgia-Alabama-South Carolina and Cumberland Systems. The
FY 2007 increase was the result of increases in transmission rates in the Georgia-Alabama-South Car-
olina and Kerr-Philpott Systems. The FY 2008 increase was the result of increases in transmission
rates at the Kerr-Philpott System. The FY 2009 decrease was the result of decreases in transmission
rates in the Kerr-Philpott System. The FY 2010 increase was the result of transmission rate increases.
Composite transmission indicators are illustrated in Figure T.
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Composite Transmission Cost 12 12
Indicator - Figure T 10 10
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System Transmission Cost Indicator

The FY 2006 8.41% increase in the Georgia-Alabama-South Carolina System was the result of an in-
crease in transmission rates. FY 2007 8.11% increase in the Georgia-Alabama-South Carolina System
was the result of an increase in transmission rates. The FY 2008 increase of 22.80% in the Kerr-Philpott
System was the result of an increase in transmission rates. The FY 2009 decrease of 47.71% in the
Kerr-Philpott System was the result of decreases in transmission rates. The FY 2010 increase in the
Georgia-Alabama-South Carolina and Kerr-Philpott systems were due to transmission rate increases.
System transmission indicators are illustrated in Figures U, V, W, and X.

Georgia-Alabama-South Carolina  Kerr-Philpott Transmission

Transmission Cost Indicator - Cost Indicator - Figure V
Figure U
12 12 80 80
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Cumberland Transmission Jim Woodruff Transmission
Cost Indicator - Figure W Cost Indicator - Figure X
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Generation Performance Indicator -
Composite Generation Rate Indicator

The composite generation indicator is a measure of the annual change in the average costs of energy
charged by Southeastern from year to year.

The FY 2007 and FY 2008 increases were the result of below normal water conditions. The FY 2009
FY 2010 decreases were the result of increases in energy produced in the Georgia-Alabama-South
Carolina and Kerr-Philpott Systems. Composite generation rate indicator is illustrated in Figure Y.
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System Generation Rate Indicator

The FY 2006 increases in the Cumberland, Georgia-Alabama-South Carolina, and Kerr-Philpott Sys-
tems were the results of below average streamflow conditions. The FY 2007 increase in the Georgia-
Alabama-South Carolina System was the result of below average streamflow conditions. The FY
2008 increase in the Kerr-Philpott System was the result of below normal water conditions. The FY
2009 increase in the Cumberland System and the FY 2010 increase in the Jim Woodruff System was
the result of a rate increase. The FY 2010 decreases in the Georgia-Alabama-South Carolina and Kerr-
Philpott Systems were due to the increase in energy produced. System generation rate indicators
are illustrated in Figures Z, AA, BB, and CC.

Georgia-Alabama-South Kerr-Philpott Generation Cost

Carolina Generation Cost Indicator - Figure AA

Indicator - Figure Z

100 100 100 100
80 80 80 80
60 60 60 60

40

40 40 40
20 20
20 20
0 0

—_ 0
20 -20 l
0 .20 20

-40

-60 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 -60 -40 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 -40
CPI - GA/AL/SC CPI - KP
Cumberland Generation Cost Jim Woodruff Generation Cost
Indicator - Figure BB Indicator - Figure CC
15 15 80 80
10 10 70 70
5 5 60 60
I 50 50
0 l - 0 40 40
-5 5 30 30
-10 -10 20 20
10 10
-15 -15 0 - | 0
-20 FY 2005 FY 2007 FY 2008 FY 2009 FY 2010 -20 -10 FY 2005 FY 2007 FY 2008 FY 2009 FY 2010 -10
cpl [l cu o WY

31



(page intentionally left blank)

32



2010 Financial Statements

Southeastern
Federal Power
Program

Combined Financial Statements and Supplementary Information
September 30, 2010, and 2009

33



2010 SEPA ANNUAL REPORT

Report of Independent Audilors

To the Adrranistrabor of
Southeastern Power Administration
United States Depariment of Enargy

We have sudiled the accompenying comibined atatements of sssets, fedaral mvestmant, and lisbiktias
of Southeastern Federal Power Program ("the Frogram”™) as of Septermiser 30, 2010 and 2008, and the
relaled combined staternents of revenues, expenses, and accurmulated net defict and of cash flows for
the wears then ended. Thesa combined financial statemenis are the responsibility of the Program’s

managameand. Dur respensibilily is 1o exprass an opinion on these financial siatements based on our
indits.

We conductad cur mudils in accordance with awditing standards generally accapted in the United
States of Amerlca. Those standards requine that we plan and perform the audit to obtain ressonable
assurance aboul whether the financial statements are fres of maledal misstalersent. An audil includes
examinirg, on a lest bagis, evidente supgorting the amaounts and disclosuras in the financial
elatemernts. An audit slao includes eesessing the accownting principles used and significant estimates
miade by managemant, as well as evaluating the cverall inandal stalemant presentation. We believe
that our audils provide & reasonabie basis for our apinion.

In cur opindon, the financiad stalemants refemed 1o above present fairy, in all malerial respects, the
financial position of the Pragram &l Seplember 30, 2010 and 2009, ard the resulta of its operations and
changes in accumulated net reverwas and its cash flow for the years then ended, in confarrmily with
accounting principles generaly accepled in the Uniled States of America.

The information presented in managemant's financial overview and program performance is nol 8
required part of the basic combined financial skalements. This information iz the responsibility of the
Program's management, We did nol audit or apply imited proceduras to such informetion, and
acoordingly, Wa exprass no opinion on i
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O audits were conducted for the purpose of forming an epinion on the combined financlal statemants
of tha Program taken as a whala, Tha accompanying suppkemantary informatkion, contained in Exhilil |
through 1 ks presenied for purposes of addiionsl analyels and s not & required part of the basic
cormibdned financeal steternents. The information = the responsibllity of the Program’s managemeant.
Such information has been subjected bo the auditing procedures applied in the audit of the cormibineed
financial statements and, in aur oginkon, are fairy stated In all material respects in relation to the
combined financial statements taken &3 & whole. The Information contained in Exhibit Wi has not been
subjsctesd to the suditing procedures applied in the awdil of the combined financial statements and,
accordingly, we express o opnian on il

'Pr-'ﬁ_.n;..a-s e Rl C-'r\-ﬂ.-'ritf*. LLP

Januany 28, 2011
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Southeastern Federal Power Program
Combined Statements of Assets, Federal Investment, and Liabilities
September 30, 2010 and 2009

firt thoumsano's of dollars) Faigli] 2009
LTt
Litiity pEanl (Moles 2 and §)
Planl in servics 3 220080 3 23865
Less: Accumulated depreciation (BT, S45) (841,795
Plan in senics - el 1,464,434 1,481,166
Construchion work in progress 250 840 167227
et uliliy piant 1, 72323 1,648,303
Currend assels
Cashimexpended approprisions (Mole 2) 21588 238,671
Acoournls recaivable 26,2492 27,926
Cithar 585 4,771
Talal cirmnt assaks 242 E36 271,368
Deferred vorkers' comparsabion (Mabe 5) L 13 455 10,813
Tolal assets ] 1970496 5§ 1,890,674
Federal lnwestrnent and Liabdlities
Federal imvestrmeant (Mote 35
Congresaional approgrialons (Noe 2) 5 4532415 5 4358143
LLS. Treasury ransiers o continuing fund 156,375 156,375
Transiers rom other federal agencies 4B B 53,554
Accumulsted interest on federal investment (Motes 3 and 6) 2064 656 1,976,773
Funds redurned [0 LLE. Traasury (Male 2) (4,681,019) {4498 665)
Irvestmient of LLS, gosmimant 2121280 2,046,320
Accumulated net dedicil (181,683 [140.753)
Tokal federal imestmant 1,960,567 1,906 587
Cumrant iabliies
Aocounts payabis 25809 13613
Acorued labisios 554 BE1
Tatal curnent liabililies 26368 _ la1Dd
Acorued workers” compensation (Nole 5) 13456 10,913
Comritmants and contingencias (MNala B)
Total fedearal imesirmen and kabiies 5 15704968 % 1930674

The sccompanying notes are an ntegral part of the financlal statamants.
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Southeastern Federal Power Program

Combined Statements of Revenues, Expenses, and Accumulated Net Deficit

—— —

fin ousands of dolars)

Oiperating revenues
Saks of electic power (MNoles 2 and 4)
CEher operatng revenues

Tiokal operaling mvenues
Operating expensas
Ciperations
Mantanancs
Transmission sendces changed by oihers
Purchiase poswer

Total operaling cuperdes - acluding deprecabon
Depreciation (Mote 2)
Tokal cperating exparses
Mt cperating revenuss
Interast expensa
Interest on federal mvestmeant (Mola 3)
Less: Inerest charged o construction (MNobe 2)
et interest exponse
Pt chefici
Accumiiated et deficit {Note 2)
Beginning of year
Ern of yoar

2010 2009
§  MEEIT 5 23WEW
7777 7,120
254574 246,950
57410 45,550
B4 579 40958
36,565 33,127
10,565 4,071
178,219 168,115
38,881 42,008
217,200 211,118
7 474 35, K30
8753 B3 652
94T (7.203)
78,404 76,440
{40,830) (#0,617)
[140,753) {100,138)
$  (181683) § (140753

The accompanying notes ane an infegral part of these fnancisl slatemens,
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Southeastern Federal Power Program
Combined Statements of Cash Flows
Years Ended September 30, 2010 and 2009

fin thousands of dolars)

Cash flows from operating activities
et aeficit
Adjustments to reconcle net deficit to net cash
provided Dy operaling aclivites
Depreciabon
Mat interast on faderal investment
Changes in cerain assats and liabilties
Accounts receivable
Other assats
Apcounts payabla
Accruad |iabiites

Mk cash provided by aperating activilies
Cazh flows from investing activities
Caeh ussd In invesling activities - ireestment in ulility plant
Cash flows from financing activities
Congressional appropeialions
LL5, Treasury Transfess to Confinuing Fund
Transfars (o) from other federal agencies
Funds returned to LS. Treagury
Mat cash (usad n) provided by financing activities
Met increase (decrease) ncash
Cash and cash eguivalant
Bginming of yiar
End af year

Supplemental disclosure of noncash imvesting
and financing activities

Inbargst charged 1o congtrucon

Cash repaid during the pariod for intarest

2010 2008

5 (40,230) % (40,8617}
38,581 42003

TH, 404 TE 449

1,684 10,668

4,186 40
12,196 [5,968)

{27} 57

B4 484 82 B35
(10 434 {81,253
174,274 206,742

- B, 784

{4,841) 1 836
(162.354) (161, %05)

{13 821) 146 382

(&2 861) 137,745
25,671 100,926

$ 25810 §  2308T
] 9478 % 703
78,404 TH, 449

The accompanying nales are an infegral per of these fnancial staternents.
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Southeastern Federal Power Program
Notes to Combined Financial Statements
‘September 30, 2010 and 2009

(In thowsarnds)

1.

Organlzation and Easis of Presentation

The Southsastem Federa Power Program (the "Program”} consists of all activities sasociated with
the production, ransmission, and digposilion of all fedaral power marketed under Saction 5 of the
Flood Control Act of 1944 (the *Flood Control Act™) in e 10 slales of Virgnia, Waest Virginia, Nordh
Carolina, South Carclina, Georgia, Florida, Alatama, Mississippi, Tennesses, and Kenucky. Tha
accompanying comblined financial stalements of the Program mcluds the accounis of two separaia
federal government agencies - the Southeastern Power Administration ("Southeastem”), an agency
of the United States Departmant of Energy (TOET, and the accounts of Southesstam marketed
hydroalactric generating plants and power operations of the United Slales Army Corps of
Engineers {ihe "Corgs of Enginaars”™ or the “Corps™), an agency of the Uniled States Depariment of
Defense ("DOD7). Southeaslern and the Corps are saparately managed and financed, and sach
maintaing s own sccounting records. For purposes of financial and operational reporting, the
facilities and relabed operafions of Southeastern and the Corps are combined as the Program, LS,
govemnment properties and incorme ans fak-axempt.

Soulhaastern purchases, transmits, and markets power wilhin four separabe power systems:;
Georgia-Alabama-Scuth Cargling; Jim Woodn, Cunbedand; and Kem-Philpott. As of Seplember
30, 2010, the four powar systems include 22 lydroslectric generating projects owned and operated
by ther Ciwpes of Enginaars. The projecis serve multipls purposes, induding power, recraation,
navigation, and ficod conlral. However, these combined fnancial stalemants include only those
enipanses and nel assels that are expected to be recovered through sakes of powesr and olher
related revanues.

Costs of mudil-punpose Corps projects are allocated to power snd nor-power purposss. The
portion of total profect costs eliocated b power is included in the accompanying combined
saterments of assels, fedaral inveatmend, and liabdities as ubilly plant and federal investrment. An
amount covaring Comps amployeas” salaries, pensions, and other banafilz allocated 1o power i
Included in operafion and mainterance expansas

Char the Mo of the combined hydroelectric power systems, accumulsted net deficlt represents
tirring differences between the recegnition of expanses and related revenues. Southeastern and
the generating agencles are nonpeolil Federal agencies; tharefore, ullimataly tha agencies will have
b repay all amounts as discussad in Congresslonsl Appropriations of Mote 2. Thus, the Program
may al any poind i tirme have an accumulatad deficit, buk these are no operating implications
because of the federal government backing throwgh DOE and DOD.

Summary of Significant Accounting Policles

Genaral

Tha accompanying combined financial statements are prepared in accordance with sccounting
principhas and standards prescribed by the DOE, incuding the Unifarm System of Accounts
prescribed for electic uflties by the Faderal Enengy Regulatory Commission ("FERCT), Thase
praciices Integrate accounting principles generally accepled in the Uniled Slates of America as
asiablishad by the Financial Accounting Standarde Board and Federal Accounting Standards
Agbvizory Board, with the accounting principles and slandards prascribed by the Office of
Managerment and Budgel, excepl whers deviations there from are specifically sutharizad by fadaral
statute or allowed by federsl reguiation. The Program's combined financial slatements ang
presented In accordance with the provisons of ASG 580, Accounting for the Efecls of Gertain
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Southeastern Federal Power Program
Notes to Combined Financial Statements
Saptamber 30, 2010 and 2009

{In thousandsz)

Typas of Regulaton. The provigone of ASC 980 ragquire, amoeng othear things, that ragulated

anterprises reflect rate actions of the regulator in their financial sfatemants, when appropaate,
These rale actions can provide reasonable assurance of the existence of an asset, reduca or
eliminate the walua of an esset, or impos: a lisbiity on a reguiated enberprize,

Congressional Appropriations/Financing

Southesstem and the Corps of Enginesrs receive congressional appropriations heough the DOE
and e DOD, respeciively, 1o inance ther operalions, The Corps also receies appropriations o
finance construction of Its hydroelectric projects. In accordance with the Flood Gortrol Act,
Southaastern is rasponsibla for rapaymant to tha federal government, wilh interast, of ils
approprisfions and the portion of Corps approprisfions alocaled for congtruction and operation of
the power prajects.

Congrassional appropiiationg received by lhe Conps are suthonzed and allocated to ndividusl
projecis. |t is tha intant of the Corps’ project managament to distribute congrassional
appropriations in amasunts approxmaling estimabed curmerl-yaar expenses and o adjust the
distribution &5 mecessany within the imiis of the Corps’ ranster authonty.  Froject costs wimch ane
not specific io a project purposa are distibubed batweean powar and non-powss purposes based on
project cosi allocation,

Opaerating Revenues
Operaling revenues & recorded on an acerus basis as serices ane renderad.

Cash recaived i diractly deposited with tha LS, Treasury and & reflecbed as "unds relurmad 1o
U5 Treasury® in the acopmganying combined staterments of assets, federal iImnvestment, and
liaoilieas.

From 2006-2008, the majonity of the southesstern United States has axpanancad much lower than
awversge rainfall amownds. Char lims, the condilions grew progrisssively worse with respect o the
levels of rainfall and comesponding hydrologic flows. These adverse hydrnological conditions: have
impacted hydropower, as the LS. Army Corps of Engineers has implemenied its droughi
operational plans for the river basing. The syslem has experlenced improved water conditions in
Fy 2010, and as a result replacement anargy purchases have decraased bo meal conbract
reguirarment

Diher operaling revenue consists principally of various ancilary lake and dam wusage related
aclhvitles.

Confirmation and Approval of Rates

The Flood Control Act of 1544 requires retes (o be set to encowrage widespread use of electncity at
fhe lowesl possible cost conslstent with sound business principles lo preference customers (i.e.,
public bodies and cooperatives). Rales are esiablished under the requirements of the Flood
Control Act, related legislation and execulive depsrimentsl Srectives, and are intended to provice
gufficient revenuas to meat all reguired payments of Program cosls. Such Program costs include
operation and maintenance expenses, wheeling fees to connecting utilities for transmission of
power to customers, and payment to tha U.5. Treasury for the federal inviestment in utility plant and
rerest thareon. Souviheastem has esiablished rale schadules for each of the four power Syslarms.
Thesa rates generally are adjusted at five-yasr intarvals, or less, under thi terms of Southeastem’s
current power sales contracts and DOE Ordesr FA B120.2,
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Southeastern Federal Power Program
Notes to Combined Financial Statements
September 30, 2010 and 2009

(lm thowsands)

The rates required under present DOE policy make provision for recovery of the federal invesirment
in ganerating facilities within the serdicn lives of the assals, not 1o excaeed 50 years from the date
praced in service. Operation and maintenance expansaes and axpensed interast on federal
investment are intanded b be recovered annualy, As discussed below, assels are being
depreciated on the siraight-line method over their estimaled service lives, which currently average
approximetaly &0 years for genarating plant components. Becswse the Program is a nob-for- profij
federal power marketing agency, accumutated nel revenises ans committed 1o repayment of the
federal imesimen.

The Sacratary of Enargy (thea “Sacratary” | has delsgated authority to tha Administralor of
Southeastern o develop power and lransmission rales for the power projects. The Deputy
Sacretany has the euthority to confirm, approva, and plece such rates in effect on an interim basis.

The Sacretary has delegated to FERC the authodty to confirm, approve, and place such rates in
effect on a final basks and to remand or (o disapprove such rales. Rafunds with inarest, as
detarmined by FERC, are authorized if final approved rabes are kawer than rales approved on an
inerim basis. However, il al any liene FERC deberrmines thal ihe administrative cost of & refund
wiould excaad the amount b be refunded, no refunds will be required. At September 30, 2010,
There wene No resanees subject 1o refand

CashiUnexpended Appropriations

Cash consists of custormer funding and the unespendad balance of funds appropeiated by
Congress for the Program-related activiies of Southeastern and the Conps of Engineers, and s
maintainad by the V.5, Treasury, For purposes of the statemens of cash Mows, unexpendead
appropriafions ane considarad to be cash.

Utility Plant

Mant-in-sarvice and construction work in progress consést principalty of genarating faciities and is
stated al cost, exduding contribufiona in sid of consbruction by entities culside the Program. Cost
includes direct labor and materials, payments to contractor, indrect charge for engineering,
superision, and similar overhesd bems, and interest on fedeal Tunds used dwemg construction.
The cosls of addtions, replacemants, and betterments ane capitalized, while repairs and minor
replacement coste are charged to opsrafion and mainlenance expenses. The cost of wtility plant
retired, together wilh removal costs lags salvage, ig included in accumulated depreciation whan the
properly is remosed from service. Mo matedal assat retirement obligations are noted.

Construction approprations for power generating taciiles have been authorized by Congrass
through fiscal vear 2010, Delays or cancellabiens of these projects could result from congressional
suspansion or tarminalion of appropesaions.

Interest Charged to Construction
interest on federal funds used durlng ublity plant construction is included In the cost of completed

projects.

Depreciation

Pursuant to executive directives of the Corps of Engineers, depraciation of utility piant is computed
besed on the estimated sarvice lives of the verious classes of properly using the straighi-line
method, Service (ves currantly average approximalety 80 years for wility plant components.
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Southeastern Federal Power Program
Notes to Combined Financial Statements
September 30, 2010 and 2009

(Im thousands)

Dapreciation expanse amounted to 1.6% and 1.8% of the original cost of generating plant-in-
sanice during each of the years ended Seplember 30, 2010 and 2009, respaclively.

Retirement Benefits

Sulsstantially all employeas engaged in Program ectivilies paricipate in eher the Civil Sarvica
Retirement Systam ["CSRSY) er the Federal Employess' Retirement System [("FERS")L Both are
confribuiony defined banefit pension plans erd are not covered under the Employes Retirement
Income Securily A of 1974, Persion bencfil expense under CSRS is equivalent to 7.0% of
aligible amployes compensation. Confricutions to these plans ane submitted to benalit program
inesl funds administerad by the Office of Personnal Management (the "OPM®). The coniribution
levels as legislalively mandaled do ol reflec the olal cerent costifull cost requirements Lo fund
the pansicn plans. Addifonal sources of funding include direct approprialions bo the OPM, not
Southeastern of he Corps. Other refirement benefits administered by the OPM incude the

Fedaral Employees Health Benafits Program and the Federal Employes Group Life Insurance
Program.

Statement of Federal Financial Accounting Slandards ("SFFAS") No. 5, Accounting for Lisbiliies of
the Fedaral Gowvernment, requires the federal emplover entity i recognize pension expense and
olher relirermant banefit aspansa in its financial report equal to the senice coat for ibs employess for
the accourling period, less the amound condribuded by the emplovess, if amy. In accordance with
SFFAS Mo, 5, Southeastarn has recorded 3438 and 5336 of annual pansion and reiremant
buenefits axpansa for the years ended Sepdamber 30, 2010 and 2008, respectivaly. The Corps has
recordad 34,174 and 33,230 of ernual penshon and refirement benefils expense for 2010 and

2008, respectiey.

Uai of Extimates

The preparation of finamcial slalerments in accordance wilth sccounling principles generally
accapted in the Uniled States of America requires managemant of Southeastern and the Corpa 1o
make estimates and assumptions that affect the reported amounts of gssets and liabilities. The
stalemants must inchude disclosure of coningent assets and liabilities at the daia of the financial
statamants and the reported amounts of revarees and axpenses during the reporing period,
Achual results could differ from those estimates,

Faderal Investmant

Tha: fecleral invesimenl in each of the gensrating progects (s to be repaid to the LS. Treasury wilhin
the service Ives of the sasets, not to axcesd 50 years from tha lima the faclity is placed n senice.
There is no requirement for repayment of a specific amaount on an annual basis.

Southeastern follows the provisions of DOE Order RA §120.2 in setbing prionities for repayment,
Ordar RA &120.2 requires that annual revenues ba first applied to cument-year oparating expansas,
axcluding depreciation, and including expensed interast on federal imesiment, net of inlerest
charged to construction and interest crediled on operating revenues depositad with the ULS.
Treasury. All annual amounts for such expenses have been paid through fiscal year 2070, excepl
for 310,625 at the Jim Woodnuff Systam, 54,301 at the Ker-Philpoll Systern and $2.348 in the
Cumberland System. In the Georgia-Alatama-South Caroling System, there are unpaid expensss
of 817 376, This s primarily & result of adustmeants mede for the fing! cost aliccation on the
Richard 8. Russell Project. Remaining revenuas are o be first applied to repayment of operating
deficits (which include all expenses except depreciation), il any, and then to repayment of the

42



2010 SEPA ANNUAL REPORT

Southeastern Federal Power Program
Notes to Combined Financial Statements
September 30, 2010 and 2009

[Im thousands)

federal investment. Annual nef revenues ivailable for repayment are generally applied firs! against
mvesiments in projects bearing e highes nleresl rales. To the exent that funde ane mot
avallable for payment of such opereting expenses and inferest, such amounis become payable
frowm the subsoequent year's revenue prior lo any repayment of he federal investmant.

Interest is accrued annually on the unpaid balance of the federal imestment, Such inberest is
refiected as an epenss in the accomganying stelements of revenues, expenses, and accurmulated
nat revenuas, with & cormesponding increase in fedaral investmant in tha accompanying stalements
of assels, fedoral investmend, and liabiities. Infenest rates applied 1o the ned cutstanding fedaral
investment range from 2.5% 1o 6.25%. The averapge Interest rate was approximately 4.8% In fiscal
year 2010 and 4.7% in fiscal year 2009. The rates have been set either by law, by adménistrative
crder mersuant (o bvw, or by admnistrative policies and hane not necessarily been established o
racovar the interesat costs to the WS, Treasury to finance the imesimeant,

4, Major Customers

Revenues from one customer were approximately $19,457 and $13,177 which represents 8% of
the total aperating revenuas for the years ended Seplember 30, 2010 and 2000 respectivaly.
Thera was $7,121 and 57,996 in sccounts recefvable from this customer as of September 30, 2010
and 2008, respectively,

5. Workers' Compensalion

Workers' compensation tansist of o elements: (i) the actuardal Rability associated with workers
compensation cases incurmad 1or which acdlional daims ray slill be made in e fubune Tulune
clalms™); and (i} & llebiity for expenses associated with actual daims incurred and paid by the LS,
Department of Labor (*0OLY), the program administrator, to whom Southeastern and the Corps
must reimbursa, [0 conjunction with the adoption of SFFAS No.4, Managemant Cosf Acoownting
Concepls and Slandwas foF the Federa' Govarmmend, and SFFAS No. 5, the DOL, the DOE, and
the OO0 determined the Program's aciuaral liability assockabed with workers' compensation cases.
The aciuarial liability for futura claims was detarmined using historical banefit payment patterns and
the LS. Treaswry discownd rajes,

The recovery of these future claims will ba daferred for purposes of the rale-making process untd
such fime the futwre claims are aciually sutsmilted and paid by the DOL. Therstore, the recogniton
of thir expense assocaled with this actuarally determined liability has besn recorded as deferred
workers' compensation in the combined power syslems stalements of assets, federal invesiment,
and liabiities in accordance with ASC 380 to reflect the effects of the rate-making process. The
Frogram’s cumulative unpaid expenses associated with estimaled fulure clesms are approxematety
F13.456 and $10,913 as of Seplernber 30, 2010 and 2009, respeciivaly.

B Commitments and Contingencies
Southeastern and the Corps of Enginears are presently parties to cerain claims and kegal aclions
arsing in the ordinary course of Program activifies. Howeaser, in the epinlon of management, such

clalms and actions will not have a material adverse impact on the Program's financial posiion,
results of operations, of cash fows,
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Program managemant has determinged it improbable that inlerest cagitalzed during construction
from 1993 thraugh 2002 related 1o the Richard B. Russall Project will be recoverad through futura
rabes. Capitalized interast in the amount of $336 million was writlen off in fscal vear 2002, Dus o
the adoplion of the fingl sesl allocation study in 2008, the write-aoff of interest during construction
has been adjustad to 3224 mdlion. This trestment s subject to Administrative affirmaticn that i in
process. The uiirmate Administrative action could Siffer from this treatmant.

Southeastarn has entered inta agreamants for power and transmission purchases that vary in
kength. Southeasterm's long-tem commibments for these power and transmission confracts are
aubject to the avallability of fedaral funds and contingent upon annusl apprapaations frem
Congress, They are basad on budgeted amounts and are as folows:

Years endng Purcidsed

Seplember 30 Powar Tramnsmission Total
201 § 1000 % T . 38664
202 1.000 8,500 33,500
i 1,000 3 T00 40,700
24 1,000 40,5950 41 850
25 1.000 42 270 43270

In addition to these confracts, Southesstarm maintaing other long-term conbracts which provide the
abilily to purchass unspecified quantities of transmission services within a contractually determined
rangs and rate, To fulfil its confract obligations to deliver powar, Southeastarn has historically had
o purchase a cerain leve! of transmission services under these arangaments, Southeastern Tully
intends to provide ongaing services to power customens and anticipates it will o2 necessary to
acguire resources under these contrects.
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Supplemental Assets, Federal Investment, and Liabilities Information

September 30, 2010 and 2009 Exhibit |
{in fousands of doars) 2M0 2008
ate B
Likfity plant
Plani in Snice -3 162 51,7012
Less: Accumulated depreciation (5655, 304} {536 520
Fart In garvice - et 1,135,318 1,164 342
Construction work in progress J0845 26,501
Met wtility plant 1,175 064 1,190,843
Curren assets
Cash/unexpended approprations 95,367 126,474
Accounts recetvabile 15329 16,078
Db 187 454
Total current assets 110,913 147 091
Deferred workers' compansalion a.838 3,609
Tokal assets 3 1,230716  F  1,341543
Federal Investrnent and Liabilities
Faderal imestmant
Congressiona approprialions k- 2743011 26652304
LLE. Treasury Iransders o confinuing fund 142235 142235
Transiers rom alher Tedenal agencies 14,457 23508
Sccumulated niarsst on fademal investmant 1,635,927 1,566,820
Funds refurned 1o ULS Treasury (3,025,002 {2 8B5S AR
Innvestrrent of LLS. govermiment 1,510,628 1,536 572
Accumuated net dect __ (236625) _ (206B1S)
Total federal imesrmen 12740056 1,528,757
Carren llabilites
Accounks payabie 12540 7,805
Aocrued lablilies 54 ar2
Total current liabi Hes 12,674 8ATT
Agcruesd workers' compensalion 383 3,509
Talbal lederal imestment and liabilities E ] 1,280,716 5 1,31543

Ser accompanying ndepandsnt auditors’ report
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Southeastern Federal Power Program
Georgia Alabama South Carclina Systam
Supplemental Revenues, Expenses, and Accumulated Net Deficit Information

Years Ended September 30, 2010 and 2009 Exhibit |
{in thousand's of dollars) 20 2008
Operating reveniies
Sales of elecinic power 3 1T & 177,649
Cher cperating revenues 5118 4 BT
Total opesating revenues 175,635 182 527
Operating expanses
Coerations i ) 27 5ER
hainienance 35,001 22,060
Transrmisson sendoes charged by othars 23,31 1,158
Purchiase powar 13,846 41,048
Total oparafng expensas - eaduding deprecation 107,810 111,829
Deprociafion =522 33,113
Total operating expenses 137,432 144 542
Met operating revenues 38203 A7 585
Interest expense
Inznast on faderal imvestrmeant B8,107 B8RS
Less: Interest charged 1o construction (1.094) (2.562)
Feit interes] expenss 58,013 &7 203
Pt deficit (25.810) [F2.718)
Accumulated net deficit
Beginning of wiar [206.815) (177,097
End of year $ [(ZBES 5§ (26815

See sccompanying indepandent audilors’ report
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Georgia Alabama South Carolina System
Supplemental Cash Flows Information

Years Ended September 30, 2010 and 2009 Exhibit |
{ir housands of dollars) 210 2009
Cash flows from operating activities
Met deficit P (@Em 5 (29716
Adjustrmants 1o reconcile nel deficil to net cash
prowidad by operaling aclivilies
Depraciafion 20 522 33,113
Met infenest on federal irmvesiment BE.M3 67,303
Changes in cerain assebs and labilities
Aooounts receivable a7 17,582
Crher assets 4,394 48
Aooouts payable 4,715 (4,554
Accrued liabilites (18] kT4
Met cash prowided by operating aclivilies 7,513 B3, Te8
Cash flows from investing activities
Cash used in irvesting activilies - investment in utiity plant {13,549) (11 465)
Cash flows from financing activities
Comgressiona appropriafions T3.807 106 8678
L5 Tressury Transfers to Confinuing Fund - 0,554
Transfars (to) from ofher federal agencies ,241) 1,00
Funds returned to U5, Traasury (158,847 (116,114
Ml Girsh {used in) prostded by financing actities (36.051] 3,552
Pl [decreass) increase in cash (31.087) TE.883
Cash and cash equivalent
Baginning of year 126,474 50,581
Erd aof vear 5 S3AT 5 12474
Supplemental disclosure of noncash investing
and financing activities
Inferesd charged to construcion 5 1.0 & 2562

See accompanying independent auditors’ repart
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Southeastern Federal Power Program
Jim Woodruff System
Supplemental Assets, Federal Investmant, and Liabilities Information

September 30, 2010 and 2009 Exhibit Il
(in thowusands of dolars) 210 2009
fssots
Litility piand
Plant in senice 5 66512 & 63458
Less: Accumulated degreckabon {22,451) 24,180
Plart in servica - net 44,081 42 268
Cionsiruckion work in progress 438 2458
Bded ulility plant 44 510 44 728
Currand assals
Cashiunesipended appropriations B3 10247
Acoounis neseivakie 1,602 1271
Cihar 7 &
Tolal currnl assets T.H2? 11,804
Dederred workers' comparsation 2723 1,700
Tolal assals 5 55064 & 58035
Federal Imvestmant and Liabilities
Fedral rvestment
Congressional appropriabons % 1m0 % 165,398
1.5, Treasury ranafars. o contineng fund 2542 ZE43
Transfers from ofher federsl agencies A507 3395
Accumuiaied inlerast on fedsmal nvestment 43,435 A0 457
Fumids returned to LS Treasuny (157, 734) 150,001)
Frastment of LS, govemment TR AT 61,902
Acournulated net defl ol 6,685 {5.844)
Total federal iresimzn 5185 56058
Currand llabilites
Acooumbs payabie 1,045 265
Acorued liabilities 11 12
Tedal currend labidties 1,056 2T
Aot ued workers' compensation E.TZL 1,700
Total federal investment and liabilities 5 55084 5 58,035

See aceompanying Indegendant swditors’ report
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Jim Woodruff System
Supplemental Revenues, Expenses, and Accumulated Net Deficit Information
Years Ended September 30, 2010 and 2009 Exhibit I
{in thowussnd's of dollars) i 2008
Operating revenues
Sales of elecin power ¥ 13,244 3 7677
Cither oparating revenues 58 B
Tolal operalmg Fevenues 13,303 7,763
Opearating expenses
Operations 1B 2013
Maintenanca 3.384 2707
Transmission sanicas charged by others 23 o8
Purchase powear 4,678 3,536
Toial oparaling expensas - exduding deprecation 10,208 8,564
Deprociafion 1,262 1,154
Total operaling expenses 11,470 2,718
Mad operating revenues ( deficit) 1,833 {1,255}
Inierest expense
Inferast on federal imeesiment 2068 2Ed3
Less: Interast changed to constraction (294 (118}
ket interest expense 2674 2535
Med chaicit (B41) 4, A8
fecumulated net deficit
Baginnirg of year (5,844 (1,354
End of year 3 (G,BB5) 3§ (5,844)

See accompanying indapendant audilors’ report
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Southeastern Federal Power Program
Jim Woodruff System
Supplemental Cash Flows Information

Years Ended September 30, 2010 and 2009 Exhibit Il
{in thou=snds of dolars) 210 2009
Cash flows from operating activities
Pt chefici 5 (B41) & (4,481
Adjustments o reconcie net deficit 1o net cash
prowided by operating activities
Dapracalion 1,262 1,154
Mat interest on federal vesiment 2,674 2 525
Chargas in oertain assels and kabilites
Accourts recehabls (531) (113
Chher assels 84 (1
Aceounits payshble Fa0 (E3 1]
Accrued babities {1} 1
Mt cash provided by (used in) operating activities 3,437 (1.224)
Cash flows from investing activities
Cash uged inimvesting acivifes - rwvestment in utiity plant (&) [365)
Cash flows from financing activities
Congressiong appropeations 14,009
LS, Treasury Transfers io Confinuing Fund {1} .
Transfiers from olher faderal agencies H2 161
Funds returned 1o U5, Treasury (7,733 (3,784)
hat cash (used in) provided by financing activilies 16,3000 10 458
Meat (decreasa) increase in cash (4, 234) a.887
Cash and cash equivalant
Baginning of year 10,247 1,380
End of yasr 5 M3 S 10,247
Supplemental disclosure of noncash investing
and financing activities
inferest changed o construction ] 24 35 118

See accompanying independent audilors” report
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Cumberiand Basin System
Supplemental Assets, Federal Investment, and Liabllities Information

September 30, 2010 and 2009 Exhibit 11
fin thovwsands of dofars) i L1 Lt
Azsels
Liiity plant

Man in senice ¥ a05.182 3 400 622
Less: Accumulaied deprociation {23, 520) &34, 57T}
Flant in sandce - nst 168 672 166,045
Consiraction work in progress 154, 400 122 514
Pt wility plart 50,072 288 550
Cument asseis
Cashiunmpanded approprialions 8,254 B4.339
Bocounis receable B,485 1502
Oiihesr k) )
Total current assets 08, 535 5,955
Deferred workers' compensation 4, T 4 4B3
Tolal assels § 4TiE0 § 370001
Fedaral Imvestment and Liabilities
Federal nvestment
Congressional apgioprialions I 1973081 & 10842450
LL5. Treasury randafens. 1o conknuing Tund 4 867 4 BAT
Transhers Fom ofer lederal agencies 25 752 1,808
Ancumulated inferest on federal imvestrrent 303 2654 29276
Funds returned to U3, Treasury (1,084,388) (1,079,315)
Irvesiment of LLS, qrmesm rend A2 66 324477
Acoumulaled net revemees 33,.2T0 45,777
Tolal federal imesstmant 460 536 370,254
Current lighililies
Accounts payable G, 152 4137
Accred lishilites 122 127
Total curnant lisbdities 6,274 4 264
Accrund workess” compansation 4,730 4 483
Total federal imestiment and Tatiibies I 47188 3 375,001

Ses ararmganying independent auditors” report
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Southeastern Federal Power Program
Cumberland Basin System
Supplemental Revenues, Expenses, and Accumulated Net Revenue Information

Years Ended September 30, 2010 and 2009 Exhibit 11
{ir troumands of dodiars) Arn 2009
Operaling revenises
Sales of elecinc power 3 44,113 3 43,141
Cither opamading mverues 1,853 1,308
Total operaling revenuss 45, T4 44 445
Operating ecpanses
Cperafions 14,521 14,178
hainienance 20,100 12579
Transmission services charged by othars LR 9. TET
Furchase power - -
Total opsrating expansss - eocluding depreciation 44, 455 B 525
Depreciation 5,19 5147
Tokal operaling expenses 48, 580 41 672
Mat opearating (deficit) revenuss (3,914) 2T
Interest expensa
Interest on federal investment 10,487 T.554
Less: Interest charged lo constnuchicn {6,804} (4,238
et interest expense 3,500 3,245
et deficit (7.507) (569) -
Accurmulated met revenue
Beglrning of vear 45,777 45, 346
End of year i M0 5 45,777

Sea BCCHMpEnying Independent suditors’ rapor
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Southeastern Federal Power Program

Cumberland Basin System

Supplemental Cash Flows Information

Years Ended September 30, 2010 and 2009 Exhibit 11

fier Miousarnds of dollams) 2010 2009

Cash flows from operaling activities

Pt chidicil % {7.807) & {560}
Adjusirments o reconcle mi delicl o nel cash

provided by operafing activities

Capraciation 5,181 5,147
Mat interast on federal investmant 3,503 31,346
Chanpgas in cerain asssts and Eabilities
Aocounls receivable [6,9683) 1525
Dther assets {31} (4]
Accounts penabile 215 (088
Accrued liabiities {5} 12
MNet cash (used in} provided by operating activities (3,727} BA55
Cazh flows from investing activitios
Cash used In investing sctivities - irvestmant in ulility plant (69, 810) (63 680
Cash flows from financing activities
Congrassional appropriations 88 632 131,808
LS, Treasury Tremsfers to Continuing Fund - 14
Tramafars from other federsl soenes 3,843 192
Funds returrad to U.5. Treasury (5,073} C53,001]
Mat cash (uged In) provided by financing activities 87,402 20,011
Mat increasea in cash 13,865 43,7890
Cash and cash eguivalent
Beginning of year 84,389 40,5549
End of yoar 3 968,254 % B4 349
Supplemental diseloasre of noncazh irmesting
and financing activities
Interest charged 10 consirucion ¥ 6,634 & 4 235

See acoompenying independent suditors’ report
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Southeastern Federal Power Program

Kerr-Philpott System
Supplemental Assets, Federal Investment, and Liabilities Information
Mgr <0, 2l.'l1l':I and 2000 Exhibit IV
[ themasands of dolfars) 20 2009
Assets
Lkiity plant
Flani in sanice 3 13863 § 157 G23
Less: Accurnulsted deprecistion (50,271} {49,112}
Flant in serdce - ni 118,383 108,511
Construction work in progress 24 406 15,754
Med wility plant 142, 760 124 265
Currend assets
Cashiunexpended appropriations 16,165 17,561
Aocounts receivable 26 9077
Cihar Fiar 1
Tolal curment assets 17,063 26,708
Dederred workers' compersation 2,155 1,121
Tolal assets §  i61Er 3 152,!395
Fedaral Irmrestment and Liabilities
Federal nwestment
Congressional approprisons 0 450303 % 43909
L. 5. Treasury ransfars o continuing fund 6 541 & 840
Transfers from oihar federal eogencies s.0ar 4722
Accumulated inferest on federal nvesirmen a2 060 T6.710
Funds reburned bo LS, Treasury (413, 685) (403 994)
Irnvesimient of ULS. govemman 130,316 123,369
Aocurmulated nel revenues 23,357 26,129
Total federal Imestment — MS3ET3 149498
Curent liabifiies
Aocounts payable 6,002 1,406
Aocrued liablities &7 70
Tofal curment liabililies B, 155 14786
Ao wWorkers' compansafon 2158 1,1
Tokal Tederal imvistment and iabilities 5 161,987 § 152 0195

See accompanying Independent awdions’ report
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Southeastern Federal Power Program
Kerr-Philpott System
Supplemental Revenues, Expenses, and Accumulated Net Revenue Information

Years Ended September 30, 2010 and 2009 Exhibit IV
{iry thowesands of aofars) o 2009
Oparaling revenses
Sales of elecinc power 3 19,023 % 11,363
Ciiher oparating revenuas oY 248

Total operating revenues o 1231
Oparating axpenses
Coeratons 6,385 6242
Noarbarianc 5,06 AEsE
Transmission servicas chargad by ofhers 313 1,687
Purchese power 1.0 406
Tokal operating expanses - axcluding dapraciation 15,632 12,197
Depredalion 3,006 2,589
Tokal operating expenses 18,638 14, TG
Mat aperating revenuss {deficit) 1,352 2 575
Interest expense
Irenes] on federal nvestmant 532 3,560
Lesa: interest chanped to constructon (1,187 (265)
Mat interast expense 4,124 3275
Mt deficit (2,772) {5,850)
Accumulated med revenue
Beginning of year 25,120 31,8978
End of year 3 BT O} 26,120

Bea acoimpanying independent auditons’ rapod
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Southeastern Federal Power Program
Kerr-Philpott System
Supplemental Cash Flows Information

Years Ended September 30, 2010and 2006 Exhibit IV
fin thouesnds of dollavs) 2010 2009
Cash flowrs from operating activities
Met deficit ] (2T 8 (5,850
Adjustments o reconcbe net dedicit o net cash

provvided by operafing actvibes
Depredation 3,006 2,589
Met inleressl on lederal investrment 4,124 3,275
Changes in cardain sseste and [ahiites
Aeeounts recenable B,451 (B, 126)
Ciher asseis [211) (3
Bocounts payable 4 GG (288
Aocrund Fabiitios 13 Fil
et cash presided by (used in) oparaiing activities 17,281 (B,306)
Cagh fows from investing activities
Cash used in investing activilies - investrment in ulity plant {20,314) {15,742
Cash flows from financing activities
Congressaona approprialions 1,212 41,879
L5 Traasury Transfiers to Confinuing Fund 1 Eri
Transfers from other federd agencies s 383
Funds reiumed 1o LS. Tressury (8,901) (9, )
Mat cash provided by financing activites 1,627 33,343
het (decrease) incrasse in cash (1,40 8,208
Cash and cash equivalent
Beginning of year 17,561 8,356
End of yaar 3 16,155 % 17,561
Supplemantal disclosure of noncash Investing
and financing activities
Intarast charged o corstruction 1 1,187 % 286

See accompanying independent audilors' repor
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Southeastern Federal Power Program
Combining Assets, Federal Investmaent, and Liabilities Information

September 30, 2010 Exhibit ¥
Southeastern
Corps of Powar
(i thousanas of dolas) Engineers  Administration Total
Assats
Litlity plant
Plart in serdos $ 2340842 % 2138 § 2342080
Less: Accurnidalid deprecialion (877026} (1,521) __ (87B,5485)
Plant in senvice - net 1463817 &7 1464434
Cangtruction work In progress 258 890 . 258,890
et uiiliby plan 1.722 10T 17 1,723,324
Cumrent esseds
Cashiunsspended apprepiaions 204 TR 11,026 215809
Accounts recaiable 124 26,118 26242
Otrueer 19 Gk 545
Tolal current assats 5 2MEET 5 o 5 242538
Defernad workers' companeation 13456 - 13456
Tolal essets 3 1841080 5 HINm 5 1970416
Federal mvestment and Liabilities
Fecdaral nsestment
Congressional apgropriafions £ 413127 § 40 BE 5§ 4532415
LS, Treasury rarshens fo continng fund = 156,375 166,375
Trarshars Fom ofher federal agances 130,783 {81,930} 48,653
Accumuisted inerest on federal invesiment 2,063,756 200 2 645G
Fumds refurned to LS. Treasury (4,235 340) (445, TR} 4,681,019
Irsasiment of LS, govemment 2080417 0,863 2.121,280
Aocumulsbed net deficit {181,58:3) - {181,685
Total federal imestmant 1,808 T4 0,853 1,939 557
Cument liablies
Aocounts payabile 16,200 6,200 25,808
Accrued |iabiities - B 654
Tokal currand liabiffies 3 18200 % TAEZ % 26,363
Ancrued workers' compengation 13456 - 13466
Total fedaral imvestment and liabilties 8 1s1080 5 Bas § 199416

See acoompanying independent auditors’ repar
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Southeastern Federal Power Program
Combining Assets, Federal Investment, and Liabilities Information

Year Ended September 30, 2009 Exhibit V
Southeastam
Coms of Power
i thexmands of aedlars) Enginesrs  Administration Total
Assets
LEility plat
Plart in sardce § 230§ 14§ 2322965
Less: Accumulsied depraciafon (B0 432 (1,387} 841,708
Plant in service = net 1,480,709 457 1,481,166
Cansineclion work in progress 167227 - 167,227
et ullity plant 1,647 908 457 1,648,303
Cument assets
Cashiunespended appropraliors 225,504 13,463 218,871
Aocounts recehabis 443 7,483 7926
Other A581 190 4,771
Total current ssseis 230,732 41,138 271,368
Crsferred workars' compansation 10813 - 10,813
Total assnls § 1830081 % 41,5893 § 1530674

Federal Invesiment and Liabilities
Fscderal irnoesd o

Congressiona approprations £ 3857354 0§ 400789 % 4358143
LS. Treasury transfers fo coninuing fund - 156,375 158375
Transfers fram other federal agencies 120,087 (66, 383) 53684
Accurnulated interest on federal investment 1575685 &7a 1878773
Funds returned to LS. Treasury {4,043,557) (455, 068) (4 498 £55)
Irneessitrment of LLS, govermment 2,008,738 36,581 2,046,320
Acrurnulated red deficl 140,753 - (140, 753
Total federal irmestment 1,668 968 a6, 581 1,805,557
Currend liabilities
Apcounts payable 8,182 4 431 13613
Accrued lisbiliies - 81 581
Total current lEbiitics 182 5,M2 14,154
Aoorued workers' compensation 10,513 - 10,813
Total federal investment and liabiktes $ 1530081 % 41583 §F 1830874

See accompanying independent audions’ report
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Southeastern Federal Power Program
Combining Revenues, Expenses, and Accumulated Net Deficit Information

Year Ended September 30, 2010 Exhibit V
Southeastem
Ciprps of Power

{in thovsands of dofas) Engimesrs Agmindsiration Tatal

Operating revanues

Sales of elactnic power L3 183700 % 61,197 & 245897

Ceher operating reverues 7767 10 T
Todal operating revenuas 189 AEF &3, 207 2EA BT4

Oparating sxpensas

Ooerations 50,710 6,700 &7 410

hainkenance 64,478 N 64,579

Transmission servicas chaned by others - 36,665 36 665

Purchass power = 18,565 18,565
Total operating eepernaes - 115,188 3,081 178,219
excluding deprecalion

Depreciation 38,827 154 36,961
Total operating eanses 154,015 €3, 185 217,200
Mal oparating revenues 37462 2 AT 474

Intarest expenss

Intarast on federal nvastmant a7 BE1 i BT BE3

Less: Imarest changed b consiructon {9,473 = (9475
Mat inferast exparse 78,382 el TE 404
et deficit (40,9300 - (40,9300

Accumulated ned deficit

Beginning of year (140, 753) - {140,753

End of year ¥ (683 3 - 3 (181683

Sae accompanying ndepandent auditors’ report
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Southeastern Federal Power Program
Combining Revenues, Expenses, and Accumulated Net Deficit Information

Year Ended September 30, 2009 Exhibit V
Southaasiem
Conps of Power

ifir thousamo's of dollars) Engineers  Administration Tobal

Oparating revenues

Salas of aledine poser g 1548688 § Bgdz 5 230 830

Other oparating reverues 70 27 T80
Tobal operafing rovenues 162081 B, Bed 246,080

Oparating axpenses

Cperations 43 456 6,543 45.999

hanienanc: 40,505 63 40,988

Transmission services chamged by others - BAIT xR i

Purchasa poveer - 44 0 44991
Tiotal opesating epenses - a4.501 84,724 165,115
exciuding depraciation

Deprecialion 41 BTG 127 42 003
Total operating epanses 128,267 85 211,118
ket aperating revenues 35,814 18 30,832

Interest expensea

Inferest on federal invastmant 2363 g BB

Liess: Intarest chamged o consfuction {7203 - (7203
Met inleres! expense T A1 18 TEA449
et deficit (40617 - (40617

Accurrulated net defhcit

Beginning of year (100, 136) - {100,138)

End of yaar 3 (140753 3§ - 5 (140,TEY

Ses aocompanying independent auditors” repo
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Southeastern Faderal Power Program

Combining Cash Flows Information
September 30, 2010

(v thovsands of delars)

Cash flows from operating activities
Mat revenue (dafict)
Adjustrments o reconcile nel deficit io net cash
Depreciation
Met interest on fadaral investrent
Changes in corlain assels and labillies
Accounts receivable
CEher assels
Accounts pavable
Accruad lleblities

Ml cash provided by operating activities
Cash flows from investing activities

Cash used in investing activilies - imestment in wllity plant

Cash flows from financng activilies
Congrassiona appropriations
LLE. Treasury Transfers ba Continuing Fund
Transfers from {io) cther federal agencies
Funds returmed o L.3. Treasury
Mal cash used in finarcing aciiities
Mt decresss in cash
Cash and cash equivalent
Baginning of year
End of vear
Supplemental disclosure of noncesh immesting
and financing activities
Irteres] charged bo corsinaction

Exhibit V
Southeasterm
Corps of Pliores
Ersgingers Adrministration Total
(40200 % - % (40, 230)
38 BT 154 8,581
TH 382 2 TEA
320 1,364 1684
4 582 [ATE) 4,186
8,78 2478 12,196
- {27 (27)
80,679 3615 54,454
{10e, 120) (314) (104,434)
17T 489 174,273
10,696 (15,537) (4841)
{16H,553) 9,299 {182354)
{7 183) (5,739 {12,923)
{20,424) (2438) {22.862)
725,208 13463 23R 6T
204784 5 11005 215,809
a4m 5§ - 8474

Bee accompanying independent audilors' reparl
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Southeastern Federal Power Program
Combining Cash Flows Information

September 30, 2009 Exhibit V
Sautheastem
Corps of Power
{in thousands of doliars) Engingers  Administration Total
Cash flows from operating activities
Mat revenue (defic) ¥Fo@0ET) % - % (40817)
Adjustrments Lo reconcle nel delicil o nel Gish
provided by oparafing activitias
Depreciation 41,676 127 42003
ket interest on federal imestmeant TEAM 14 754418
Chamges In ceramn aesebe and Labilies
Aeerunts recahabie T 10,547 10,658
Crher assets &l [24] 40
Accounts panyable (678) (5.287) {5,965)
Aotrued liahldilies - 5F a7
Met cash provided by operating activitles 7747 5484 B2 835
Cash flows from investing activities
Cash used ininvesting activities - imvestment Inwllity plant {91,014} (Z38) {81,252}
Cash flows from financing activithes
Congressional appropristions 280130 GE12 206, Td2
LLS. Treasury Transfers to Continuing Fund - 8,708 8788
Tremafers frorm oiver federal agencies 31,461 (28,538) 1,826
Funds retumed ta L5, Treasry [1E81,986) - i161,505)
et cash provided by (used in) financing activities 158 HE6 {13,.234) 1446 362
Met incraase [decrass) in cash 145724 (728 137,745
Cash and cash equivalent
Beginning of year 79,479 1447 1006
End of year § X%\ 5§ 13,453 238671
Supplemental disclosure of noncash imesting
and financing activities
Interest charged 1o construction 3 T 3 - 703

Sae accompanying independont auditers’ roport
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SHEN

SouthEastern Power Administration

1166 ATHENS TECH ROAD
ELBERTON, GA 30635-6711
706.213.3800

FAX: 706.213.3884
WWW.SEPA.DOE.GOV



